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PREFACE

The Advisory Commission on Intergovernmental Relations was
established by Public Law 380, enacted by the 1st session of the 86th
Congress and approved by the President September 24, 1959, Seection 2
of the act sets forth the following declaration of purpose and specific
responsibilities for the Commission.

“Sec. 2, Because the complexity of modem life intensifies the
need in a federal form of government for the fullest cooperation and
coordination of activities between the levels of government, and
because population growth and scientific developments portend an
increasingly complex society in future years, it is essential that an
appropriate agency be established to give continuing attention to
mtergovernmental problems.

“It is intended that the Commission, in the performance of its
duties, will—

“11) bnng together representatives of the Federal, State,
and local governments for the consideration of common
problems;

*“(2) provide a forum for discussing the administration and
coordination of Federal grant and other programs requiring
intergovernmental cooperation;

“(3) give critical attention to the conditions and controls
involved in the administration of Federal grant programs;

“(4) make available technical assistance to the executive
and legislative branches of the Federal Government in the
review of proposed legislation to determine its overall effeet
on the Federal system;

“(5) encourage discussion and study at an early stage of
emerging public problems that are likely to require intergovern-
mental coopperation;

“16) recommend, within the framework of the Constitu-
tion, the most desirable allocation of governmental functions,
responsibilities, and revenues among the several levels of gow-
crnment ) and

“[7) recommend methods of coordinating and simplifying
tax laws and administrative practices to achicve a more orderly
and less competitive fiscal relationship between the levels of
government and to reduce the burden of compliance for
taxpayers.”

i



Pursuant to its statutory responsibilities, the Commission from time
to time singles out for study and recommendation particular problems,
the amelioration of which in the Commission’s view would enhance
cooperation among the different levels of government and thereby
improve the effectiveness of the federal system of government as estab-
lished by the Constitution.

One problem so identified by the Commission relates o the rapid
growth in the number of special districts throughout the United States
with consequent effects upon the structure and political responsiveness of
local government in this country.  In the following report the Commission
has endeavored to state what it believes to be the essential facts and
policy considerations bearing upon this problem and respectfully submits
the conclusions and recommendations set forth herein to Governors,
members of State legislative bodies, and to executive and legislative
officials of counties, municipalities, and other local units of government.

This report was adopted at a meeting of the Commission held on
May 22, 1964.

Franmk Bawg, Chairman.



WORKING PROCEDURES OF THE
COMMISSION

This statement of the procedures followed by the Advisory Com-
mission on Intergovernmental Relations is intended to assist the reader's
consideration of this report.  The Commission, made up of busy public
officials and private persons oceupying positions of major responsibility,
must deal with diverse and specialized subjects. It is important, there-
fore, in evaluating reports and recommendations of the Commission to
know the processes of consultation, criticism, and review to which
particular reports are subjected.

The duty of the Advisory Commission, under Public Law 86380,
1 Lo give continuing attention to intergovernmental problems in Federal-
State, Federal-local, and State-local, as well as interstate and interlocal
relations. The Commission's approach to this broad area of responsibility
is to sclect specific, discrete intergovernmental problems for analysis and
policy recommendation.  In some cases, matters proposed for study are
intreduced by individual members of the Commission; in other cases,
public officials, professional organizations, or scholars propese projects.
In still others, possible subjects are suggested by the staff.  Frequently
two or more subjects compete for a single “slot™ on the Commission's
work program. In such instances selection is by majority vote.

Once a subject is placed. on the work program, a staff member is
asigned to it.  In limited instances the study is contracted for with an
expert in the field or a research organization. The staff's task 1= to as-
semble and analyze the facts, identify the differing points of view involved,
and develop a range of possible, frequently alternative, policy considera-
tions and recommendations which the Commission might wish to con-
sider. This is all developed and set forth in a preliminary draft report
containing (a) historical and factual background (b} analysis of the
issues, and {c) alternative solutions.

The preliminary draft is reviewed within the staff of the Commission
and after revision i5 placed before an informal group of “eritics™ for
searching review and criticism.  In assembling these reviewers, care is
taken to provide (a) expert knowledge and (b) a diversity of substantive
and philosophical viewpoints, Additionally, representatives of the Ameri-
can Municipal Association, Council of State Governments, National
Association of Countics, U.S. Conference of Mayors, 1.5, Bureau of the
Budget, and any Federal agencies directly concerned with the subject
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matter participate, along with the other “critics” in reviewing the draft.
It should be emphasized that participation by an individual or organiza-
tion in the review process does not imply in any way endorsement of the
draft report. Crticisms and suggestions are presented; some mav be
adopted, others rejected by the Commission staff.

The draft report is then revised by the staff in light of criticisms
and comments received and transmitted to the members of the Commis-
sion at least 2 weeks in advance of the meeting at which it is to be
considered.

In its formal consideration of the draft report, the Commission
registers any general opinion it may have as to further staff work or other
considerations which it believes warranted. However, most of the time
available is devoted to a specific and detailed examination of conclusions
and possible recommendations. Differences of opinion are aired, sug-
gested revisions discussed, amendments considered and voted upon, and
finally a recommendation adopted (or modified or diluted as the case
may be) with individual dissents registered.  The report is then revised
in the light of Commission decisions and sent to the printer, with foot-
notes of dissent by individual members, if any, recorded as approprate
in the copy,
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Chapter 1
INTRODUCTION AND SCOPE OF STUDY

Special districts and public authorities
have been a part of the American govern-
mental structure for a long time.  {In this
report the term “special districts™ includes
most entities commaonly referred to as public
authorities.) The toll road and canal cor-
poration of the 1800's are examples of the
early use of special districts established o
perform functions which government felt
obliged to undertake. Similarly, special
districts to provide benefits to limited groups
of property owners for maintaining local
roads or providing protection against the
ravages of fire and fAood alse have a long
history."  As late as the beginning of the
20th century, these historic uses appar-
ently created little or no conceptual or prac-
tical problems for the student of govern-
ment, the politician, or the public adminis-
trator. In the frst instance, they were
created by action of an appropriate unit of

"Steven B, Sweeney (ed. ), Metropolitan Analyric—/Fm-
portant Elements of Sindy fn Actron [ Fhiladelphia: Uni-
versity of Pennsylvania Press, 19587, at page A3 points ot
that special districts were used in the Philadelphia amea
during the eafly 1B This volume indicates 10 units
operating i the arca by 1805, Frederick L. Bird, Local
Sprctad iereicts wod Awthorifies in Rhode Trlamd, Re-
warch Series Mo 4 (Buwreaw of Government Resenrch,
University of Bhode Island, 1962), states on page 3 that
piecial districes in Ehode Tsland date froon 1797, Richard
Falmar, Speciail Dindricrl GFowertments m New Meoxico
{Legistative Council Bervice, 1960, ca page 26 indicates
that Cammsunity Lams Grant Dhstricts had thels origins
in the Spanish crcupation of the territory in the 17th cens
tury. The fiest gemeral statute authorizing irrigation dis.
trecty was adopied by Califormia in 1 BRT and puck districis
have been included in each decennind Coniay af Agricul-
ture slnee |80 ; John C. Bollens, §pesial Diatrict {orern-
tignd an dhe Dmited Sfater (University af Cslifornia Press,
1257), pp 142-144.

gencral government and there were rela-
tively few districts. The special benefit
district generally provided an extremely
limited serviee, benefited a small group of
people, and rarely affected programs of gen-
cral local government.

In 1897 the city of Spokane, Washington
sold a bond issue for extension of its water
systern and pledged the revenue received
from the furnishing of water for payment of
the bonds, This revenue hond operation by
a unit of general government provided a fi-
nancial technique which was to play a major
role in the development of a large number
of special distriets, particularly public au-
thorities, as they are known today.  While
almost one-half the units of governmem
enumerated as special districts by the Bureau
of the Census enjoy the power to tax prop-
erty, the ::uppurtu.nil;.r to issue revenue bonds,
secured by service charges, provided a sig-
nificant stimulant to the use of special
districts,

However, the device used by Spokane lay
largely dormant until the 1930°s.  The De-
pression, with the resulting erosion of the
property tax base of local government and
the impetus for construction of local public
facilities provided by various Federal pro-
arams, stimulated the growth of special
districts.  State legislation authorizing cre-
ation of special districts in order o avoid
debt limits, thus permitting State and local
participation in various Federal public
works programs, was actively promoted by
President Roosevelt in cooperation with the

1



Governors’ Conference.®* The scarcity of
equipment and materials for capital con-
struction purposes during World War IT
proved a dampening effect on the growth of
special districts, but the removal of these
limitations in 194546, and the needs of the
Nation's rapidly expanding population, pro-
vided the impetus for a phenomenal growth
in their number fullmviﬂg the War, Inthis
context it should be kept in mind that units
of general government—cities, towns, coun-
ties, and States—as well as special districts,
resort to revenue bond financing,

The growth of special districts during the
1930's and following World War I1 caused
academicians to turn their attention to the
problems created by the use of this device.
John C. Bollens, as recently as 1957, was
able to say: “Only one kind of special dis-
tricts, the school district, is reasonably well
known, although subject to frequent miscon-
ceptions, and many nonschool districts are
erroneously regarded as parts of other gov-
ernments. Special districts, particularly
those in the nonschool category, constitute
the ‘new dark continent of American poli-
tics," a phrase applied earlier in the century
to counties.” *

In approaching this study and in attempt-
ing to shed further light on this “dark con-
tinenit,” the report is primarily concermned
with two aspects of such districts, First is
their impact on the operations or functions
of units of general government at the Na-
tional, State, and local levels. This impact
has various aspects which may or may not be
present in an individual situation. Ameng
these are: (1) competition for govern-
mental finaneial and personnel resources;

"Councll of State Governmenti, Public Authoridir in
the States: A Report ta the Governars® Conferense (Ghil-
cago; 1953) pp. 26-27. BRobert Gerwig, “Pubilic Authap-
itlew I the United States,”™ 26 Law and Contp. Prob. 591

{Awtumn 1961 ], pp. 306--397.
" Thid., Ballesns, p. 1.

z

(2) competition for public support; (3) co-
ordination of programs in a given com-
munity to assure a proper balance of, and
economy in, total governmental activities:
and (4} coordination of programs affecting
a given service in which two or more levels
of government are engaged. Second is the
degree to which special districts can, or ar,
meeting the governmental-service needs of
the people.  This requires not only deter-
mining the extent to which an individual
single-function district is providing the serv-
ice it was created to provide, but ﬁn]uating
{1) whether or not the service is economi-
cally provided; (2} the degree to which the
service affects other aspects of governmental
activity; and (3] the degree to which the
district permits or hinders the exercise of
effective control of government by the

people,

The ensuing analysis finds that special
districts, at a given time and place, can be a
uscful tool of government, but their use as
effective instruments of government is often
limited. There appear to be two major
reasons for this limitation,

First, all too often, the activities of indi-
vidual or groups of special districts are not
properly coordinated and integrated with
the activities and programs of general gov-
emment. The lack of coordination and
integration exists both at the local level in
terms of total impact of governmental pro-
grams, and at regional, State, and National
levels in terms of the role of district activities
in broader-based functional programs,

Second, special districts usually are per-
mitted to outlive their value in a given situa-
tion. Districts are created to meet par-
ticular problems or demands for services.
When the problem is resolved, when the
service can be provided more effectively by
another unit of government, or when circum-
stances change, the district should be dis-



solved, Unfortunately, this rarely happens.
In attempting to define the role of special
districts in the structure of American gov-
ernment, it is first necessary to determine
exactly what governmental units are being
comsidered.  This is extremely important
because the extent of the problems associ-
ated with special districts and the alterna-
tives available for their resolution turn on
the definition used. Dr. Bollens uses the
following definition :
“They are organized entitics, possessing a
structural form, an official name, perpet-
ual succession, and the rights to sue and
to be sued, to make contracts, and 1o ob-
tain and dispose of property.  They have
officers who are popularly elected or are
chosen by other public officials. They
have a high degree of public accounta-
bility. Moreover, they have consider-
able fiscal and administrative independ-
ence from other governments. The
financial and administrative criteria
distinguish special districts and other gowv-
ernments from all dependent or subordi-
nate districts and from most authoritics
which, lacking one or both of these
standards, are not governmental units.
However, some entities legally identified
as authorities, especially those in public
housing, meet the requirements and are
considered as special district govern-
ments * * *. Unlike most other govern-
ments, individual special districts usually
provide only one or a few functions. In
this respect they most closely resemble
the townships in a number of Midwestern
states, but it is not difficult to differentiate

them.™

But prior to this descriptive definition he
says that; “Much of the analysis that follows
*Ihid., Bollems, pp. 1-2. The Bollems' defnition was

bawed om the 1957 classification wsed by the Bureau of the
Clenpas,

seeks to answer fully * * *° the question
of “What are special districts*”

While most special districts, as Bollens
points out, are authorized to undertake one,
or a limited number of related functions,
some have such broad statutory authority
that they come near being units of genera
local government.  For example, the In-
dian Lake Shores Fire District in Rhode
Island is authorized to undertake water sup-
ply, fire protection, police, life saving, street
lighting, and garbage disposal systems, “or
any similar system deemed necessary for the
protection of lives and property within the
district or for the general improvement, up-
building and beautifying of district prop-
erty.” " In fact, the powers granted to this
district are broader than the powers pos-
sessed by counties and towns in many States.
Similarly, conservation and reclamation
districts in Texas are, pursuant to the State
constitution, authorized to undertake {1)
domestic, commercial, and industrial water
supply; (2) irrigation; (3) flood control;
(4} drainage and reclamation; (5) forest
preservation; {6) hydroelectric power; (7]
‘water conservation; {B) navigation; and
{9) sewage and refuse collection and dis-
posal functions,”

The Controller of the State of California
issues an-anmual report on financial trans-
actions of special districts in California, in
which they are defined as “those districts
existing and operating under certain speci-
fied statutory authorizations as listed in™ a
specific table,”  The Controller’s definition

* Thid.. Bird, p. 8.

“Art, XV, Sec, 59, Comstitution of Texaz.  See also
Woadworth G, Thrombley, Special Ditrictr and Aaihari.
ties i1 Tezas [Insgitaee of Publie Affaire: Univerity af
Texas: 1959, p. 2.

Tarare Comtrolber, Ammual Heporr of Firnancia Trans-
aciiens Cencerning §gecial Dirtricts of Colifornis—Fercal
Fear I'#60=6! {Sacramento), p.ix.  Sere also State Comps
trolber, Spreial Heport om Mumicipal Afsirr {Stare of
Mew Yook, 19631, Thiz report inlicstes the exmtence of

4005 special districts m New York State compared with
970 ipdicated by the Bareau of the Census.



excludes school districts and irrigation dis-
tricts, but includes over 1,000 governmental
units not included as special districts by the
Bureau of the Census.

The starting point for the Bureau of the
Census definition of special districts is its
definition of “governmental entitics”™ The
Burcau provides the following summary
definition of such an entity:

A povernment is an organized entity
which, in addition to having govern-
mental character, has sufficient discretion
in the management of its own affairs to
distinguish it as separate from the ad-
mingstrative structure of any other gov-
ernmental unit.”

The summary definition contains the fol-
lowing three elements: (1) existence as an
organized entity; (2) governmental char-
acter; and (3) substantial autonomy. Fach
of these criteria is explained in some detail
by the Bureau” and cach is subject to dif-
ferent interpretations, some permitting
greater leeway to the interpreter than
others; each is a factor in determining
whether a particular entity 15 or 18 not a
special district.

No specific definition of special districts
is provided by the Burcau. Instead, after
listing State, county, municipal, and town-
ship governments, they state: “there exist
many offshoots from the regular structure
in the form of single-function and multi-
function districts, authorities, commissions,
boards, and other entities that have varying
degrees of autonomy.”

The Burean attempts to apply its critera
to the statutory provisions authorizing the
district and thus minimize subjective analy-
sis.  Applying these concepts, the Bureau

*11.5. Barean of the Conens, Censwe of Gorernmente:
P62, Faof f, Gopgrnmemial Qrpamization (UL, Gavern-
ment Prantbing ['!lﬂ:ll.'rl "l'l'a':h1ngb-|'rl1. ﬁ.r.!.l 1564 A N

* bid., pp. 135-16.
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found 18,323 special districts in the United
States in 1962, exclusive of school dizstricts.
However, even if such criteria are aceepted,
certain questions, relating  essentially 1o
items 2 and 3 above as applied to special dis-
tricts must be raised.

Governmental character is determined by
such factors as the procedure for selection
of officials of the entity, degree of its public
responsibility, and reporting requirements
or accessibility of information to the gen-
eral public. Entities having the power to
tax or issue obligations whose interest is
EXempt from the Federal income tax are
commonly regarded as governmental in
nature. This permits the inclusion of cer-
tain entities, such as utility districts, though
they provide what s sometimes considered
to be a nongovernmental service. At the
same time, certain entities, such as agricul-
tural stabalization committees, local devel-
opment loan corporations, and cooperative
associations for water supply, marketing, or
construction, do not meet this standard.

The element of substantial autonomy is
of particular significance and, as defined by
the Bureaw, is based on the degree of fiscal
or  administrative independence of the
entity. Fiscal independence is related to the
power of the entity to determine its budget
without review or detailed modification by
other governments, including the power to
fix tax rates or service charges, or to issue
debt.  Administrative independence is de-
termined by such factors as popular elec-
tion of the governing body, and nature of the
governing body, that i, do its members
come from more than one unit of general
government, are the functions performed by
the entity essentially different from those of
its creating government unit and not subject
to specification therchy?

The Bureau goes on to sav that some loeal
government agencies which might be classi-



fied as independent, based on the above
criteria, are not entitled to such classifica-
tion and are thercfore classified “as being
parts of other ‘parent’ governmental units
where integration is evidenced by char-
acteristics (usually more than one) such as
the following:

{1} appointment of officers by the
chief executive of the parent government
or ex officio membership;

{2) whether agency facilitics comple-
ment service, or take the place of Facili-
ties, originally provided by the creating
government;

(3) reversion of agency responsibility
and property to the creating government
upon retirement of debt;

(4) requirements for approval of
agency plans by creating governments;
and

(3) specification by parent govern-
ment as to location and types of facilities
the agency may operate,”

The Bureau states that application of these
eriteria presents “little difficulty in many
instances,” but that in some cases it is foreed
to take into account “( 1} local attitudes as
to whether the type of unit involved is inde-
pendent or not, and {2} the effect of the
decision upon collection and presentation of
statistics of governmental fnances and
employment.”

For purposes of this report, the definition
and classifications utilized by the Burcau of
the Census are accepted as a starting point.
Thus, school districts, which were included
in D, Bollen’s study cited earlier, are ex-
cluded.” What the Bureau of the Census
calls “subordinate taxing areas” are also ex-

* The Commimion recagnizes the fact that independent
schoal districes are apecial elsiricen and creats numerous
complex interpevermmental problems which warrant care-
ful study, but, beeaose af the anigque [actors associated
with the sdacation (encgion, feeds char school districes
renust be the subsjece of & separate stady.

cluded here but they were included in the
previously-cited report of the State Con-
troller of California. However, the prob-
lem of definition will be raised throughout
the report, especially where the factors cived
by the Bureau of the Census and those cited
in studies of particular State or geographic
areas are significantly different.  Out of this
will emerge an identification of those units of
government which should be subject to
various recommendations made at the con-
clusion of this report.  Such units will differ
from those included within the definition of
the Bureau of the Census.

There are inherent limitations in the
Census statistics on special districts, and,
while some generalizations are possible, indi-
vidual analysis of a given State, a rural or
urban arca, or even a given community, is
necessary to determine whether intergov-
ernmental problems allegedly created by
special districts are actually present within
The demand
for governmental services, the existing gov.
ermmental structure, and thus the criteria
for evaluating the role of special districes,
differ quite markedly in different settings
and there is great variation among the
States.  Imterstate, metropolitan, suburban,
nonmetropolitan urban, and rural areas
each present different considerations in any
evaluation of the role of special districts.
Accordingly, it seems appropriate to at-
tempt to develop some conclusions and
recommendations applicable 1o all special
districts, and some applicable to specific
tvpes of special districts,

Chapter IT of this report presents a brief
overview of the legal and administrative
procedures for creation of special districts.

Chapter I11 summarizes the types of spe-
cial distriets and their inances as compiled
by the Bureau of the Census. It includes an

the particular jurindictinn,
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analysis of the geographic distribution of the
various types of districts,

Chapter IV analyzes the extent to which
the existing distribution of special districts
can be related to any particular region, type
of problem, or provision of State law.

Chapter V briefly reviews the overall fis-
cal activities of special distriets,

Chapter VI examines existing relation-
ships between special districts and units of
general government.  This relates to factors
involving coordination of their activities
with the appropriate unit of general govern-
ment, as well as the types of controls cxer-
cised by these units over special districts,

Chapter VII discusses the various factors
influencing the creation of special districts,
No attempt is made to evaluate these factors
or to determine which, if any, should play a
part in determining whether a particular
governmental service should or should not
be undertaken by a special district.

Chapter VIII develops a set of criteria
which may be used in determining whether,
in a given situation, a special district might
be ereated to provide a particular govern-
mental service.

Chapter IX contains the conclusions and
recommendations of the Commuission.



Chapter II
HOW SPECIAL DISTRICTS ARE CREATED

Special districts, as governmental entities,
require prior enabling legislation or other
statutory authority before they can be cre-
ated or can undertake the performance of
any function. While some State constitu-
tions contain specific references authorzing
the creation of certain types of special dis-
tricts,’ the constitutional provisions nor-
mally are not self-executing and further
legislative action is necessary before one can
be created. In most instances the power
of State legislatures to authorize the crea-
tion of special districts is not derived from
specihe constitutional provisions; in most
instances it 15 derived from the legislature's
general power to create units of local
government,

The number of individual State statutory
authorizations for the creation of special
districts is summarized in table 1. These
data are derived from “the individual-stace
descriptions” appearing in Covernmental
Organization, Census of Governments:
19627 The figures differ from the classif-
cation of districts by type in the Census Bu-
reau enumerations because the “individual-
state descriptions” permit more detailed
differentiation. The column heading “By
general statute™ is based on the types of
districts which are authorized by one or

' Richasrd A Edwards {ed. ), Fedes Digent of Stzre Con-
setmipons  (Columbia University: Legislative Hesearch
Diralting Fund, 1959}, pp. 354350 ; and indicated cross
relerenne,

"Fbid,, Bureaw of the Census, pp. 743-372,

T Do A3

more individual acts of general applicability
in the State,

The State descriptions indicate that at
least 589 special districts were created by
special acts of State legislatures,  Further
indication of the fact that districts are often
used to meet specific situations is that 36
general authorizing  statutes have been
utilized in only one instance. Finally, 101
general authorizing statutes and BB special
acts remain on the statute books with no
districts functioning pursuant to such
authority.

Two or more special districts were in ex-
istence under one or more State statutes
authorizing 333 specific types of districts in
the 50 States. In many of the 333 instances
there is more than one authorizing statute
for the creation of a given type of distnict.
At least two, and in most States, three or
four of the following tvpes of housing and
urban renewal authorities are authorized :
{a) acity authority; (b) a county authority;
[c]) a joint city-county authority; and (d) a
joint county authority. Similarly, many of
the natural resource districts enumerated as
irrigation, drainage, flood comtrol, water
resources, and water supply, are authonzed
by numerous separate general statutes. In
gome instances these variations are not listed
separately in the Bureau of the Census de-
seriptive material, but are discussed at
length in various State studies, Examples
of this are three different authorizations for
drainage districts 1in Maryland; three for

)
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library districts in Indiana; threc for water
supply districts in Illinois; nine for water
conservation districts in Texas; and five for
fiood control districts in California,

The addition of all statutes authorizing
districts of an individual type which are not
given separate cnumeration by the Census
Bureau would significantly increase the
number of authorizing statutes” A final
point should also be noted.  The Bureau of
the Census notes that certain general type
improvemnet districts, called “fire districts”
in Connecticut, are, in some instances, cre-
ated pursuant to general authorizing legis-
lation and in others by special act. The
numerical breakdown between the two
types of authorizing procedures is not
provided. The same situation occurs with
respect to conservation and reclamation dis-
tricts in Texas. Woodworth G. Thrombley,
writing in 1959, states that the Texas Legis-
lature had created 115 water districts or
authoritics by special act to that date.’

Legislative authorization for the creation
of special districts continues at a rapid pace.
In 1963, Texas, by special act, authorized
the creation of 36 distriets |15 hospital, 19
conservation and reclamation, 1 port, and
| road district) which probably will be in-
cluded as special districts by the Burcau of
the Census.”  Other examples of 1963 leg-
islative action authorizing the creation of
addirional distriets include: North Dakota,
airport authorities; * Florida, soil, shore,

" The State of Washington presents an cxample of the
difficulties irvodved.  The Cenzos emureration of spercial
diskrscts by fusciion indicates 14 vpes, including a miscel-
lancous growp.  The imfividoal-State  descriptien for
Washington wsed far developing table [, indicates 22 types,
and & recent Washklogion study indicates 44 authorizing
siatates [or the various types of distescm. Buth Tiener,
Special DMstricts in the Seade of Washiegton [Seatile:
University of Washington, Bureau of Governmental Be-
search, 1063], pp. 10-12.

*Ibid., Thrambley, p. 46.

* Irstitute of Public Affairs, The 50tk Toxes Legiiature,
A Review of fir Wark {University of Texas, 1963), Ap-

pendix A, g G2-Eg.
* Mosth Dakota, CThe 77, Sesion Laws, 1963,

and beach preservation districts; ' Okla-
homa, public nonprofit rural water dis-
tricts; * and Utah, library districts.”

In 1963, States also expanded the powers
of existing special distriets in many in-
stances. Thus, in Nebraska sanitary and
improvement districts are now authorized
te “provide for establishing. maintaining,
and constructing water mains, sewers, and
disposal plants * * #; for establishing,
maintaining, and constructing public roads,
streets, and highways, * ®* *; and may
contract for clectricity for street lighting
for the public streets and highways within
the districts, and shall have power to pro-
vide for acquisition, improverment, main-
tenance, and operation of public parks,
plavgrounds, and recreational facilities,” "
Utah joined the growing group of States
which permit soil conservation districts to
engage in water conscrvation and food
eontrol activities,"

From analysis of table 1, and the above
examples of State action during the 1963
legislative sessions, it is apparent that the
scope of special district legislation presently
on the statute books, and being enacted at
a steady pace, is quite significant.

Generally, statutory authorization for
special districts is the first step in their cre-
ation. Such legislation merely provides the
legal basis pursuant to which the districe
may be created.  This iz always true with
respect to general statutes and usually true
with respect to special acts.  Further action
must be taken either by the residents of the
arca and /or appropriate units of general lo-
cal government or designated State agency.

Where a unit of general local government
initiates the process, its governing body

" Flarida, Ch. 311, Sesion Laws, 1963,
*Fhlahoma, Hoase Bill Ko, 837,

* Uk, Ch. 57, Session Laws, 19635,

™ Mebraska, Legidlagive Bill Mo, 5% 1963,
¥ Ugah, Ch. 149, Seasian Lows, 1563,



adopts an ordinance (or resolution) speci-
fying the need for creation of a district.
Thereafter, one of two procedures is fol-
lowed, The ordinance itself automatically
creates the district and, except for the selec-
tion of the governing body of the district, no
further action need be taken, Under the
second procedure, the ordinance merely
serves as the mechanism pursuant to which
a local referendum is held on whether or
not the special district shall be created. A
public hearing generally is required at some
point under either procedure,

In other instances the initiative for im-
plementing special district legislation rests
with the people themselves. Under this
procedure, a petition for the creation of the
district, directed to the legislative body of
the appropriate unit of general local gov-
ernment, a local court, or an appropriate
State agency, is circulated to obtain a re-
quired number of signatures. In some in-
stances the body petitioned has authority
to create the district after hearing, usually
with the power to alter boundaries based on
the information received during the public
hearing. In other instances, after the hear-
ing, the petitioned body will call for a refer-
endum within the area to be encompassed
by the district.

Regardless of the procedure utilized,
after the final action of the creating body
is taken, with or without the referendum,
the governing body of the special districe is
then selected.  The process for sclection
varics significantly, not only among States,
but among various types of districts within
a given State.  The most common selection
procedures are (1) popular election and
(2) appointment by the appropriate unit
or units of general government.  In a num-
ber of instances, selection of all or a part of
the district governing body is made by a
court or a State agency or official. Some
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State statutes permit the initiating petition-
ers to determine, in the petition, whether
the directors shall be elected or appointed.

In the 1963 legislative sessions, three
States—Texas, California, and Nevada—
enacted legislation which significantly miod-
ificd their procedures for ereation of special
districts,. California directed the creation
of a “Loecal Agency Formation Commis-
sion” in each county.” The Commission
consists of five members, two appointed by
municipalitics within the county and two
by the county governing body (these four
members must be officers in their respective
governments }, and one member appointed
by the other four. The commissions, with
some cxceptions, are to review all “pro-
pozals for the ereation of special distriets”
within their respective counties.  Prior to
commencement of any proceedings to create
a special distriet, the proposal must be
placed before the Formation Commission
for its consideration as to whether or not the
district should be created.  The commission
15 directed to adopt “standards and proced-
ures for the evaluation of proposals for the
creation of cities or special districts,” con-
sidering such factors as:

“(1} Population; population dersity;
land area and land uses; per capita as-
sessed  valvation; topography, natural
boundartes, and drainage basins; prox-
imity to other population areas; the like-
lihood of significant growth in the arcas,
and in adjacent incorporated and unin-
corporated areas, during the next 10
yCars.

{2) Need for organized community
services; the present cost and adequacy
of governmental $ervices and controls in
the area; probable future needs for such
services and controls; probable effect of

= Califernia, Ch |m.|l3!lli':ll1 Laws, 1965,



the proposed formation and of alterna-
tive courses of action on the cost and ade-
quacy of services and controls in the area
and adjacent arcas.

(3] The effect of the proposed forma-
tion, and of alternative actions, on adja-
cent areas, on muiual social and economic
interests and on the local governmental
structure of the county.”

If the commission disapproves the forma-
tion of the proposed district, no further
proceedings to form the district can be
taken.

The Nevada legislation  prohibits the
formation of special districts within 7 miles
of the boundarics of an existing incorpor-
ated or unincorporated town, “unless a pe-
tition for annexation to or inclusion within

such incorporated city or unincorporated
town of such lands has first been filed with
the governing body * * * {of the appro-
priate municipality] * * * and the gov-
erning body thereof has refused to annex
or include such lands and has entered the
fact of such refusal in its minutes.” The
Texas statute " is of the same effect as the
Nevada statute, except that the 7-mile fig-
ure varies between one-half mile for cities
under 5,000 population to 5 miles for those
over 100,000 population. Both these stat-
utes are efforts on the part of the respec-
tive States to discourage the [ormation of
special districts on the fringes of existing
municipalities.

The Bureau of the Census lists 11 inter-
state compact agencies as special districts
in the United States.  Procedures utilized
for the establishment of interstate compacts
are quite standard. Officials from the
States invelved agree upon the terms of the

" Mevada, Ch. 3170, Scession Laws, 1963,
¥ Tixas, Ch, 160, Sessicn Taws, 1963

compact and the proposed compact is then
introduced in the respective State legisla-
tures for appropriate action. Normally, a
reselution to approve the proposed compact
is then introduced in the Congress by the
congressional delegations from the respec-
tive States. Upon passage of the State
authorizing legislation and congressional
consent legislation, the interstate compact
agency can be brought into being.  In maost
instances the next step is for the governor
to appoint the State’s representatives of the
particular compact agency. In a few com-
pact agencies, appointments are made from
local areas.

Recent congressional enactments have
significantly modified the procedure for ere-
ation of compact agencics in certain fields.
Some agencies established pursuant to the
madified procedure might meet the Census
Bureau classification as a special district.
Under the modified procedure, Congress en-
acts “consent in advance™ legislation*which
permits two of more States to enter into
compacts as specified in the Federal statute.
While this type of legislation has been used
at various times by Congress,” the functions
covered by recent legislation of this type
are of particular significance in the context
of special districts, Subjects covered by
such legislation include highway safety™
arrport,” and planning.”™  While the plan-
ning compact consent is extremely recent,
at least three State have already specifically
authorized their local governments to enter
into compacts or agreements with similar
units in other States for planning purposes.”™

" Bee Frederick L. Zimmerman ard Mitchell Wendell,
The lLoam and Elee of Interidale Commpacis {Chicagn;
Coansil of Siate Gevernments, T951 3, p, 25

® Publis Law BS S04, 77 Seae. B35,

7 Public Low S6--154, 73 Siai. 359,

™ Public Law 87-70, 75 Stan. |70,

= Alabama, Public Act 584, 1963 ; Towa, House File 77,
196%; and Massachusebis, Ch. 448, Session Laws, 1963,
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Chapter 111
TYPES OF SPECIAL DISTRICTS BY FUNCTION?

In order to determine what role, if any,
special districts should play in the structure
of American government, it is necessary to
consider the functions they perform and to
relate these functions to the general respon.
sibilities of government.

These relationships can be analyzed from
several points of view: first, the role, if any,
that general government plays in the crea-
tion of the special district; second, the fi-
nancial relationships that exist between gen-
eral government and the special district;
and, finally, the relationship that exists be-
tween the two in the actual performance of
their respective functions.  Analysis of the
latter two relationships requires use of in-
formation relating to different tvpes of spe-
cial districts.

In the following analysis various types of
districts are grouped aceording to the fune-
tioies performed.  The functions are placed
in four groupings: [A)] wrban-type func-
ttans, including fire protection, water supply,
sewerage disposal, parks and recreation,
utility, port, and airport operations, and
housing and wrban renewal: (B) mixed
urban and nonurban functions, applicable
to both urban and rural areas, including hos-
pital, health, library, and highway: (C)
natural resource functions, generally related
te nonurban areas, including soil conserva-
tion, drainage. irrigation, and flood control ;

' The discussion of incidence and finamcing of special

district activities contained in this chaper is based o
stafistical cata appearing in App. A
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and (D) miscellaneous functions, including
cemeteries and those other functions which
the Burean of the Census did not elassify
specihcally,

Reference is made to the concentration
of special districts in the States and the con-
centration of district expenditures.  The
eoncentration percentage, both of the State
incidence of types of districts and their ex-
penditures, 15 most revealing. With some
excoptions, individual types of districts arc
concentrated inoa few States and, as meas-
ured by their financial activitics, an even
higher degree of concentration s present,
This hinctional concentration is often over-
looked when considering overall National
and State district totals, yet it has a signifi-
cant impact on the problems which may or
may not be asociated with the use of special
districts in a given State.  There has been
an increasing dispersion of most types of
districts among the States between 1952 and
1962,  But despite the increased dispersion
there gencrally has been a greater concen-
tration of district financial activities.

In considering the latter, it must be noted
that expenditures for multifunction districts
appear under an individual type of district
even though the multifunction district itself
15 not included as a district in that category.
This statistical technique will result in ex-
penditures for a given type of district even
though none may be listed as being in exist-
ence in the State.  Finally, special districts
engaged in two or more functions are carried



by the Census Burean as a single-function
district unless they had outstanding debt
over $100,000 or employed five or more full-
time employees,

Multifunction, multicounty, and inter-
state special districts are considered sepa-
rately because of their special features. This
means that the latter two types will appear
uncler two subheadings in this chapter—the
special classification and functional classi-
fication.

A. Urban-Type Functions
. Fire Dhstricts

Fire districts were reported in 20 States
by the Census in 1962, 23 States in 1957,
and 19 m 1952, Growth i the number of
States with fire districts occurred mainly in
the South and Midwest. With the excep-
tion of [llinois and Nebraska, such districts
exist in large numbers only in the West and
Northeast,

Fire hnrne! Concenfealtons
Faedrpets Fupeaditares (8 Wosidndi)

Total SoSiate deini Percent Folal St dotal  Pereest
1062 . i1 L 43 4.9 §a4, 852 §3%, 5R9 ™. 3

(MUY, TIL, Coalal, Mebs., Wish] I3y, Cahif, 110, Wash., Oreg, )
1957, 2 434 21148 8.7 £31, 132 5§25, 108 ga, 7

(MY, DL, Cabil,, Mebr., Wik} (LY, bl DL, Waek,, Mo
1752, N 1, T84 TE.

(M.%., 1L, Calif.,, Wash., Nebe.)

Total expenditures for fire protection by
special districts were $44.9 million in 1962
“This was 4.0 pereent of the $1.1 billion total
local government expenditures for this pur-
pose, compared with 3.8 percent of S800
million in 1957, The percent of local fire
protection cxpenditures bome by special dis-
tricts varicd from a low of (.02 percent m
Terxas to a high of 194 percent in Oregon,
which waz the only State where district cx-
penditures approached 20 percent of total
local expenditures for this purpose, while
such expenditures exeeeded 10 pereent of the
tedal in five States,  District expenditures
for fire protection execeded $1 million in
nine States and were under $100,000 in pine
States,  In 1962, such expenditures totaled
%32 million for current operations and §13
million for capital construction. District
revenues are derived largely from the prop-
criy tax or special ascsments,

2. Water Supply Districts

The water supply distriet is the second
most numerous among districts performing

urban-type functions in the United States.
It is also a rapidly growing unit of govern-
ment, There were 1,502 of them in 1962,
compared with 665 in 1952,

Water supply districts were found in 36
States in 1962, compared with 35 and 33in
1957 and 1952, respectively.  There appears
to be no regional pattern in their use.  Con-
trary to the use of fire districts and, as noted
later, several other types, there has been no
significant increase in the number of States
having water districts during the past 10
yCars,

Total expenditures by districts for water
supply purposes during 1962 were §385 mil-
lion, or 18.6 pereent of the §2.1 billion ex-
penditures for this purpose by all local gov-
ermmments.  District expenditures, as a per-
cent of all local expenditures for this pur-
pose, increased from 12,3 percent to 186
pereent between 15957 and 1963,

Special district expenditures for water
supply as a pereent of total local expendi-
tures for this purpose ranged from a low of
less than (0,1 pereent in Arizona and [owa to

1%



a high of 93.2 percent in Maine., In four
States—Maine, Nevada, California, and
Connecticut—they accounted for more than
50 percent of total local expenditures.  In

nine States they accounted for between 20
arud 50 percent, and in six States for between
10} and 200 percent of total local expendi-
tures,

Water Supply Districl Conceniralions?

Ihistercts Eypenseturer [en ihomimmdr )
Tatal FaSrate folal Ferveni Tedard A-Brare fwbal Pereent
TR, .. 1, 296 Ta1 LL A §in5, 246 E270, 313 0. 2
{Cakif,, Tex., Oreg,, Wash., Cola. or Mass. ) (Calif, Tex., Md., Wash,, Colo.}
L P i R L] 541 &0, 4 195, 903 $137, Bl T4
{Calal, Oweg., Wath., Tex., bass ) (Calif., Tex., Md., Tenn., Cann.}
[ |- P [ ] 432 a5, 2

{Calif, Wash., Cheg., Malne, Mass.)

¥ Excludes Penpaylvania.

Water supply districts had total net re-
ceipts of §187.3 million in 1962, and ex-
penditures of §120 million for current opera-
tions and $218 million for capital outlays.
District expenditures were over $1 million
in 24 States and under $100,000 in 2 of the

35 States reporting such expenditures in
1962,  California accounted for 53.9 per-
cent of all district expenditures for water

supply purposes.
3. Housing and U'rban Renewal Districts
There were 1,099 housing and urban re-

Howsing and rban Redewal Divrcl Concendralions

Fhrdriris Expendditares (in dhsurandr)
Total SRt patal Pireend Tl S=State folal Pescent
TRE2, ... 1, 0 504 538 $497, 518 31, 1o 5 &
(Ga., Tex., TN, Als., M} (1., N.]., Pa, Mass., Tenn, )
BT it s us % 512 52 @ §358 079 E127, 418 50, 0

(Ga., Tex.., I, Mass., Ala)

B 454

(TN, Pa., Mas., Calif, Als.)
526

{®fnss., L., Ga., Tex., Calif.]

newal authority districts in 19627 Such
districts were enumerated in 36 States and
the District of Columbia in each of the lLast
three Censuses of Governments, while every
region of the country had at least 2 States
in which they were not utilized. One of
the most surprising features of the distribu-
tion of housing and urban renewal authori-
tics is their frequent use in the less urban
States of the South and Midwest, Georgia
has 163 such authorities and Alabama, 104,

* According to Housing and Home Finance Agency fig-
urea, fhere were approcimately 2600 hoasing, urban re-
arwal, or housing and ushan rencwal agencics in the 50
Stares bn 1964, Bome ate integrated departments of lecal

government agd scane ane clamified as subordinace agescics
by the Bureau of the Crnaus.
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Of the 34 States reporting district expendi-
tures for this purpose in 1962, 31 had ex-
penditures over $1 million and only 1
under $100,000. In 15 States, district ex-
penditures accounted for over 90 percent
of State and local expenditures for housing
and urban renewal purposes. These dis-
tricts had current expenditures of $197 mil-
lion and capital cutlays of $300 million in
1562, In addition to funds from other
levels of povernment, they received service
charge revenues of $226 million in 1962,

4. Sewerare Dhsiricts

There were 937 sewerage districts in the
United Stares in 1962, comparcd with 429
n 1952, Sewerage districts are found in



each region of the country and they are
utilized to a significant extent in individual
States. In 1962, sewerage districts were
in existence in 38 States, compared with 34
in 1957 and 29 in 1952, Sewerage districts

constitute the enly single-function-type dis-
triet for which the Bureau of the Census pro-
vides SMBSA, non-5MSA data, where sig-
nificantly more than half of the districts are
located in SMSA's.

Sewerage Disiricl Concenlrations?

Districis Erpendiburet {in Menardi
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i Excludes Pepnsylvania.

Expenditures for sewerage disposal pur-
poses by districts were $259 million, or 20.3
percent of the total $1.3 billion local ex-
penditures in 1962, They were $114 mil-
lion in 1957, or 12,6 percent of total local
mpcnditurrzs of $909 million.

As a percent of total local expenditures,
district expenditures ranged from a low of
less than 0.1 percent in Vermont to a high
of 65.4 percent in Washington. In six States
their expenditures constituted more than 50
percent of local expenditures for this pur-
pose, while in nine States it was between 20
and 50 percent, and in two it was between
10 and 20 percent.

In 1962 such expenditures exceeded §1
million in 19 States and were under $100,-
000 in 5 States. User charges produced
$64.3 million. Additional revenue sources

for sewerage districts include grants from
all levels of general government and special
ASEESIMETILS.

5. Park and Recreation Districts

Of the special districts classified as under-
taking urhan-type functions, park and rec-
reation districts have exhibited the greatest
rate of growth during the past 10 years, from
194 in 1952 to 488 in 1962, However, only
one such distriet exists in 11 of the 24 States
in which they were reported in 1962

The State distribution of park districts
shows no regional patterns except for their
rarity in the Northeast. While the Census
Bureau does not provide a breakdown of
these districts according to SMSA, non-
SMSA  utilization, their distribution by
States would seem to indicate that the ma-
jority are outside metropolitan areas,

Park and Recreation Destrict Concentrations
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(1L, M. Diak., Calif., La., Cihéa)

| A 194 180

(001, Calif., bd., Mich., Cdhia)
k|

(0L, Calif., Ofilo, M. Dak, Oreg. )
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In 1962 district expenditures for park and
recreation purposes were $92,6 million, com-
pamd with total local {:xpfnditun!ﬁ of SHEG
million. District expenditures were 10.5
percent of total local expenditures for this
purpose in 1962, compared with 9.9 percent
in 1957. As a percentage of total local ex-
penditures for this purpose, district expendi-
tares ranged from a low of less than 0,005
percent in Florida to a high of 78.1 percent
in North Dakota. Only in Illinois and
North Dakota did district expenditures ex-
ceed 50 percent of total local expenditures,
while Maryland was the only State where
expenditures were between 20 and 50 per-
cent of total local expenditures. In five
States district expenditures were between 10
and 20 percent of total local expenditures.
Ilinois accounted for over half of park and
recreation district expenditures.

District expenditures for park and recrea-
tion purposes point up one important fact
in the context of special districts,.  Mary-
land, with only one such district, ranked
fifth among these States in such expendi-
tures, although 13 States had more than one
such district and 8 States had 10 or more.

Park and recreation district revenues are
derived largely from property taxes, al-
though serviee charges and intergoverns
mental transfers also are sources,

6. Eitility Districts

The Census Bureau classification of utility
districts includes gas, electric, transporta-
tion, and water supply. Excluding water
supply districts { considered earlier), all but
[0 of the 116 other utility districts are gas or
electric districts. In 1962 utility districts
were used in 19 States, but there was only
one such district in 6 States,

Erichity Disteict Concentraliens "

faasiricts Fx pornfiturer (in thoarnlr)
Tatal F=Srate falal Frreml Tatal F-Fomte fafal Pereent
I8, o ienr ey i1a T = | i8], 185 5524, 647 HE
{Mebir., Wash.., Tenm., Als., 3 with 6) (IIL., Nehe., Wash., Calal., Mass. )
1957, it i o7 fidh B, O 452, 271 5375 153 HEZ &

{Mehr., Wash., Tenn., Ala., * with &)

1952, ; . 10 il

{IIL., Mehr., Wash., Masa., Ariz.)
A

{Mebe., Wash., Oreg., NI, Ariz)

1 Excludos water supply districes,

Comparison of district expenditures for
utility purposez i3 somewhat difficult 1o
evaluate because this function is usually per-
formed by private enterprise and semipublic
organizations such as rural electric coopera-
tives, With this qualification, in 1962 dis-
trict expenditures for these purposes were
$641 million, or 27.1 percent of such total
local expenditures of §2.4 hillion, This
compares with $432.3 million in 1957, or
236 percent of total local expenditures,
District expenditures as a percent of total
lucal-ﬂ:pcnditurm ranged from a low of 0,47
percent in Kentucky to a high of 100 pereent
in Maine ($546.000) and Rhode Island
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{$235,000). District expenditures consti-
tuted more than 50 percent of total local ex-
penditures in six States, and between 20 and
M) percent in four States,

District expenditures for transit purposes
were noted in six States—California, Geor-
gia, Ilinois, Massachusetts, New York, and
Pennsylvania. They accounted for §234.2
million of total wtility expenditures and
52403 miullion of the $582.4 million net re-
ceipts of utility distriets.

£ Part Destricts

The Census Burcau reported 133 port and
terminal districts in 1962, compared with
136in 1952,  The highest incidence of such



districts occurred in the South and the three
Pacific Coast States, Generally, the use of
such districts is asociated with metropolitan
areas, though in Washington and Oregon

they are used often in nonmetropaolitan areas
as well.  In 1962 only 8 States had more
than I port district, whereas they existed in
14 States.

Porl Dintrict Concentralions

Fiairicis
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[(Wash., Owrg., Fla., Tex., hiss. }

B. Airport Districts

The last type of district included as per-
forming an essentially urban-type function
is the airport district, According to the
Census, there were 76 of these in 1962, an
increase of 230 percent from the 23 reported

in 1952, At present, airport districts are
found in 14 States, compared with 5in 1952,
These districts probably are used primarily
in metropolitan arcas in all States except
IMirecis and Nebraska.

Airport Dittnct Corcertralions

Fprvicti Erpendifurer [ in thowueedy )
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{10, ealy State with more than 1)

B. Mixed Urban and Nonurban Funcrions
Four types of special districts which pro-
vide services normally associated with cities
are placed in this special category. This
has been done because they probably occur
maost frequently in non-SMEA’s or the outer
portions of SM3A areas and, with one ex-
ception, they show a relatively high concen-
tration in a few States.
1. Health and Hospital Districts
a. Hospital Districts
Between 1952 and 1962, hospatal districts
increased greatly, not only in their incidence
but in the number of States where they were
used,  In 1952 there were 143 such districts
in 11 States, and in [962 there were 418 in
23 States.

With the exception of the Northeast, hos-
pital districts occur in each region of the
country, although the greatest concentra-
tion is in the South and West, The State
distribution of such districts indicates that
most of them occur in nonmetropolitan
areas.

The primary source of hospital district
funds is service charges, although some dis-
tricts may levy property taxes. They also
receive Federal funds for capital construc-
1IN PUrposes,

b. Heallth Dhstvicks
With the exception of highway districts
health districts have shown the smallest in-
crease between 1952 and 1962, There were
2531 such districts in [962 and 228 in 1952,
The data on health districts are to some
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extent misleading because of the type of
functions included. Those in Florida are
mosguito control districts, whereas in the
other four States having more than one
health district, the unit has a more general
responsibility for public health matters,

Health districts’ responsibilities are ba-
sically of two types: (1) regulatory (insur-
ing that health codes of the State or the
district are complied with), and {2) pro-
viding certain types of health eare within
the community,

Healtk ond Hospetal District Concentrafions
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c. District Expenditures for Health and
Hospitals

District expenditures for health and hos-
pital purposes were $264.1 million in 1962,
compared with total State and local ex-
penditures of $4.3 billien. Expenditures
for health purposes accounted for less than
£14 million of the district total. In 1962
the districts accounted for 6.1 percent of
total State and local expenditures for these
purposes, compared with 4.3 percent in
1957.

District expenditures in relation to total
State and local expenditures ranged from
a low of less than one-hundredth of | per-

{N.¥., Calif., Fla., 11, Urah)

cent in Morth Carolina to a high of 53.2 per-
cent in Georgia, Such expenditures ac-
counted for more than 20 percemt of State
and local expenditures in three States—
Georgia, Florida, and Alabama—and ac-
counted for between 10 and 20 percent in
another three States.
2. Library Districts

In 1962 there were 349 library districts,
compared with 269 in 1952, However, such
districts were reported in only nine States.
Library district revenues are derived largely
from the property tax, though some Federal
funds were also available,

Library Dinrict Concendrations

Lintracts
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3, Highway and Street Lighting Districts
There were 773 highway districts in 1962,
compared with 774 in 1952. Despite the
stability in the number of highway districts
during the 10-year period, there have been

significant shifts in their distribution among
the States. They were reported for 22
Statesin 1962,

The majority of such districts construct
and maintain roads or maintain street light-



ing facilities on roads provided by a general
unit of government. Most of them provide

a special benefit to property owners along a
normally short road in the first instance, or

in a relatively small community in the sec-

ond instance. Some of the big toll road and
bridge authoritiez are also included in this
classification and they account for the bulk
of district expenditures for highway pur-

poses.

Highway District Concentrations
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District expenditures for highway pur-
poses were $130.7 million, or 1.3 percent of
total State and local expenditures of $10.4
billion for this purpese in 1962. In 1957
such expenditures were $99 million, also 1,5
percent of total State and local expenditures
(%7 8billion), Therangeof these expendi-
tures in relation to total State and local ex-
penditures was from less than 0.1 percent in
[1 States to a high of 20.7 percent in Vir-
ginia, which was the only State in which
such expenditures exceeded 10 percent of
the total. In only six States were such ex-
penditures more than 1 percent of the total.

Highway district expenditures are one
of the most misleading among special dis-
trict statistics. Two States—New York
and Virginia-—accounted for over $106 mil-
lion of the $131 million total in 1962,
However, in New York most of it was at-
tributable to the Port of New York Author-
ity {which is officially counted as a “multi-
function™ rather than as a hichway district. )
Most of the Virginia expenditures were by
the Chesapeake Bav Bridge and Tunnel Diz.

trict.

C. Nataral Resowrce Functions

Special districts performing natural re-
source functions are classified in four basic

categories by the Bureaw of Census.  These
are: (1) soil conservation districts; (2)
drainage districts; (3) irrigation and water
conservation districts; and {4) flood control
districts.  With the exeeption of soil eon-
servation districts, the inherent overlapping
of funetions among these districts is readily
apparent, not only in the statutes authoriz-
ing the districes but in their classification
titles, The overlap has increased in recent
vears as a significant number of States have
authorized soil conservation districts or sub-
districts to engage in various aspects of
water conservation, drainage, and flood con-
trol functions. In addition, many natural
resource districts have responsibilities which
relate to water supply districts.

Drainage and flood control districts arc
concerned primarily with reducing or con-
trolling the damage caused by natural dis-
asters involving water.  In some instances
the potential for damage might be caused
bv industrial, commercial, or residential de-
velopment which disturbs the natural drain-
age flow. Irrigation and water conserva-
tion districts and, to some extent drainage
districts, arc concemed with conscrving
water supply, as well as transporting avail-
able water to areas which need it.  Of the
f,158 narural resource districts, 946 were in
SMSA's,
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Natural Resowrce Distnet Concentrations
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1. Soil Conservation Districts

With the exception of fire districts, soil
conservation districts are the most numerous
type of special district in the United States,
There were 2,461 in 1962, compared with
1,981 in 1952

The distribution of soil conservation dis-
tricts is relatively uniform throughout the
United States.  They exist in large numbers
in every region of the country, except the
Northeast. The few districts in the North-
east are due to fewer counties in these States
and the county is the territorial unit of these
districts in many States, and the relative
geographic size of States in this region.
The five States having the greatest number
of these districts aceounted for 26.8 percent
of the total—the only type of district for
which the five-State percentage was less
than 50 percent.

Since county lines provide the boundaries
for many soil conservation districts and
there are agricultural areas in most SMSA
counties, a number of such districts exist in
dandard  metropolitan statistical  areas,
Except to the extent that they are author-
izedd to function in the water field, their
services are rendered exclusively to the farm
commumity. A number of soil conserva-
tion districts or subdistrictz do have the
power to levy taxes or special asscssments.

*The Sail Conservation Service enumeration indicates
2912 disirlces In 30 Stater on Jam. 1, 1963,
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Until recently, the major function under-
taken by soil conservation districts was de-
signed to encourage individual farmers to
operate their farms in such a manner as to
best conserve the land,  Districts, with as-
sistance from the Soil Conservation Serv-
ices, provide various types of technical as-
sistance to farmers.'  The growing need for
water  conservation and relationship  of
water conservation to land conservation has
stimulated a number of States to broaden
the authority of soil conservation districts.
At least 11 States have specifically author-
ized soil conservation districts to engage in
water conservation and flood control ac-
tivities. The availability of Federal grant
funds under the Watershed Protection and
Flood Prevention Act of 1954 is primarily
responsible for recent expansion of district
flood conrrol activities.

2, Drainage Districls

There were 2,240 drainage districts in
the United States in 1962, compared to
2,174in 1952,

The regional distribution of drainage dis-
tricts shows that they are not used in the
northeastern portion of the United States,
though they are used extensively elsewhere,
While figures for SMSA, non-SMSA distri-
bution of drainage districts are not available,

Y Bee, generally, The Soif Conrervation Service: What

It fr anad What It Baer (U8, Department of Agriculture,
Soil Conservation Service, 1963],



the ma jority of them are not within standard
metropolitan statistical areas, though the
rural portions of countics within SMSA's un-
doubtedly contain a number of such dis-
tricts.  District revenues are derrved largely
Irom property taxes or special assessments
anel imtergovernmental transfers.,

3. Irrigation and Water Conservation Dz
bricks

In 1962 there were 781 irrigation and
water conservation districts in the United
States, compared with 641 in 1952, With
the exception of Nebraska and North Da-
kota, most of these districts are in the and
Western States.  This distribution is related
to the fact that they are closely allied to the
activities of the Burean of Reclamation in
17 Western States.  They are one of the
main devices through which water from
Federal projects is made available to irn-
gable lands in these States.

While the essential purpose of criginal ir-
rigation districts was to reclaim arid land
for agricultural purposes, the gruwlr'l_u: tened-
ency towarnd multipurpose development and
for conservation of water resources has im-
pelled consideration of urban and industrial
water uses, along with agricultural uses in
many new projects,  Therefore, irrigation
and water conservation, as an arm of rec-
lamation projects, now may become in-
volved in the development of water for
imdustrial and urban purposes,  Trrigation
district revenues are derived from special
assessments, and user charges,

f. Flood Contral Districes

In 1962 there were 500 flood control dis-
tricts in the United States, compared o 206
in 1952, The increase in food control dis-
tricts during the 10-vear period oceurred be-
tween 1957 and 1962, There were 209 dis-
tricts in 1957, The increase is attributable
largely to the impact of the Federal Water-

shed Protection and Flood Prevention Act
of 1954.

Flood control districts occur in large nume-
ber in all regions outside the Northeast,  Six
such districts were found in the Northeast in
1962, the first time food control districts
were utilized in this region in recent vears,

Flood control district revenue is derived
mainly from property taxes, special assess-
ments, and Federal grants.

5, Other Natural Resource Ihsiricts

In 1962 the Census Bureau listed 176
other natural resource districts in the United
States, compared to 222 in 1952, The com-
parable figure for 1957 was 217. The varia-
tions in the total and the variations among
the States indicate that meaningful com-
parisons and analysis of this group of dis-
tricts is difficult, if not impossible. Of the
176 districts in 1962, 155 were accounted
for in Mebraska and California. Nebraska’s
80 districts are concerned with weed con-
trol; 539 of California’s 73 arc concerned
with pest control,

6. District Expenditures for Natural Re-
FOUTCES

Inn 1962 total expenditures by special dis-
tricts for natural resource purposes were
$177 million. This compares with §120
million m 1957,  District expenditures in
1962 were 12.9 percent of the $1.4 hillion
total State and local expenditures for this
purpose, compared with 11.6 percent of §1
hilhon in 1957, District expenditures for
natural resource purposes were reported in
48 Statecs ranging from a low of $1,000 in
Connecticut to a high of $68 million in Cali-
formia in 1962, Expenditures in 24 States
exceeded 31 million and were undey 100, -
OO0 e 10 States,  District expenditures ex-
ceeded 20 percent of State and local ex-
penditures in 9 States, and were less than 10
percent in 31 States,
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D. Miscellaneous Funcrions

Districts included as performing miscel-
laneous functions are cemetery districts and
those listed as other single-function districts
by the Census Bureau after deletion of port
and airport districts.

1. Cemetery Districts

There were 1,283 cemetery districts in the
United States in 1962, compared to 311
1957. In 1962 they were reported in only
12 States. With the exception of Kansas,
Nehbraska, and Illinois, these districts are
found almost exclusively in the Western
States.  The activities of cemetery districts
appear to bear little relationship to the gen-
eral functions of government.  District rev-
enues are derived from user charges, prop-
erty taxes, and intergovernmental transfers,

Cemetery District Concentrations
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2. Other Single-Function Districts

The 1962 Census Bureau figures indicate
the existence of 306 other single-funetion
districts in existence in the United States,
They were reported in 23 States.  The 16
~ districts in Maine are village improvement
corporations which provide a limited num-
ber of services as determined by special act;
69 of the 71 digtricts in Connecticut are local
improvement associations; 106 of the 125
listed in New Jersey and Pennsylvania are
parking authorities; the 24 in New Mexico
are community land-grant districts dating
to Spanish occupation of the territory; the
10 in Nevada are television districts; and
the 19 in California are memorial districts.

22

The Bureau of the Census carries a sep-
arate classihcation for M5  education
(school building) districts.  This type of
district was reported only in Indiana and
Pennsylvania. The district obtains  all
tunds from intergovernmental transfers and
is a device to circumvent State debt limita-
tions upon units of general local govern-
rnent,

E. Muldfuncrion Discricts

Multifunction districts warrant special
consideration for several reasons: (1) to the
extent that a special district has responsi-
bility for a number of governmental func-
tions, it approaches actually being a unit of
general government; {2) certain types of
functions {ie., water supply and sewerage
disposal] closely complement each other;
(3) the decisionmaking process of a multi-
function district requires that its governing
board consider the relative merits of its vari-
ous functions when determining its budget;
and (4] use of the multifunction district has
been suggested as a possible solution o cer-
tain metropolitan area problems,

A multifunction district requires its gov-
eming board to make judgments similar to
those made by the governing bodies of gen-
eral government, concerning future service
for each Function performed, and 1o cstab-
lish priorities among its programs.  As their
functions increase, it may become difficule
to distinguish them from units of general
government.  When this eceurs, many of the
so-called advantages, as well as disadvan-
tages, of special districts may well be lost,

The Census Burean reported 310 multi-
function special districts in the United States
in 1962, This compares with 531 in 1957,
Mo figures were available for 1952, The re-
duction i the number of these districis be-
tween 1957 and 1962 is the result of a change
in classification utilized by the Burean of
the Census. The revised classification in-



cludes under multifunction districts only
those districts which indicated responsibility
for more than a single funcrion and reported
five or more full-time employees or indebted-
ness of at least $100,000, Other districts
undertaking more than one function but not
meeting these qualifications were classified
as single-function districts.”

Of the 310 multifunction districts, 138
were concerned with sewerage and water
supply, 36 with natural resources and water
supply, and 116 were listed as other multi-
function districts. The latter group of 116
includes some of the largest special districes
in the United States from the point of view
of dollar value of operation: the Salt River
Praject Agricultural and Power District;
the Washington Suburban Sanitary District;
the Delaware River Port Authority; the Port
of New York Authority; and the Port of
Seattle. But considering their financial ac-
tivities, most of the 310 multifunction dis-
tricts are relatively small-scale operations.
To the extent that expenditures of mulvi-
function districts fall within the basie clas-
sification of districts by type, they are in-
cluded earlier. Thus, expenditures of sew-
erage and water supply districts are included
within district expenditures for water supply
and scwerage disposal purposes.  Similarly,
expenditures of the Port of New York Au-
thority were distributed among district ex-
penditures for airport, port, highway, and
utility (transit) purposes.

Although multifunction districts  are
found in 33 States, 9 States have only 1
such district and only 10 have more than 5.
One hundred and seventy-eight of the 310
multifunction districts are in SMSA's,
Based on a comparison of the distribution of
combined water and sewerage districts with
the individual State description of special
districts, the majority of them appear to be

® Ihid., Bureny of the Censas, "Cens of Governiments !
19627 tabli: 12, footnote 1, p. 66.
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in metropolitan arcas. A review of the
Bureau of the Census’ questionnaires of the
other multifunction districts does not n-
dicate any clear distribution pattern of
these districts, but most of the multifunc-
tion districts having large expenditures
operate within SMSA's,

F. Multicounty Districts

Multicounty districts also warrant sepa-
rate consideration, because they indicate,
to some extent, the degree to which the spe-
cial district device is utilized to resolve prob-
lems that cross jurisdictional lines, They
may be solutions for some metropolitan area
problems which cross county lines and for
certain natural resource problems which fol-
low topographic features of the land rather
than political boundaries,

The potential relationship between multi-
county districts and SMSA’s is indicated by
the fact that of the 219 SMSA’s reported in
1963, 108 were multicounty and 30 were
interstate.” While similar data are not
available for non-SMSA use, almost all of
the mest numerous types of natural resource
districts are concerned in one way or another
with water problems.  This fact combined
with the knowledge that water problems
generally follow the course of streambeds
indicate that multicounty districts have a
growth potential in rural areas as well.

Table 2 shows the distribution of multi-
county special districts in the United States,
Such districts exist in every State, exccpt
Alaska and Hawaii. Six States have over
100 such districts and 10 States have less
than 10. About 63 percent of the multi-
county special  distriets are  two-county
districts.

Based on presently available information,
the majority of multicounty special dis-
tricts appear to be concerned with natural

* 11 %, Bureau of the Badger releass daved Ot 18, 1563,
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resource functions, though some have a sig-
nificant impact on metropolitan  areas.’
The Salt River Project, the Maryland Na-
tional Capital Planning Commission, the
Washington Suburban Sanitary Commis-
sion, the large port and airport districts,
meost utility and transportation districts, and
all interstate compact agencies are multi-
county operations. In fact, many special
districts having large cxpenditures are
multicounty districts,

Included in the category of multicounty
districts arc some 11 interstate compact
agencics.  Five are concerned with the op-
eration of one or more bridges. Three of
them—the Bi-State Development Ageney,
the Port of New York Authority, and the
Delaware River Port Authority—have rel-
atively broad statutory authority to engage
in various activities affecting port and other
facilities. The Breaks Interstate Park
Commission is concerned with the operation
of a single park, and the Waterfront Com-
mission of New York Harbor is concerncd
with reducing crime in the waterfront area.
Finally, the Delaware River Basin Commis-

T The Michigan stady of special districts in meropolitan
areas Found thar . . . only about 70 are in the ‘meiro-
politan’ class as defined, . . . OF these 70, anly a handful
embirace the entire standard metropolitan area in which
they farction, while the remainder are much less exten-
sive” Mot af these districss apparently do not cross
county lines, Max A, Pock, Frdepeadenr Dicerigts: 4 So-
lution i the Metrepolitan Args Probleso | Legilative Re-

search Center, University ol Michigan Law Scheal, 1562,
po. 16-17, and footmote pp. B5-8T.

ston, which was not reported as operating in
1962, has broad authority to plan and de-
velop water resources in the Delaware River
Baszin.

The Census Burcan's enumeration of in-
terstate compact agency special districts
does not include most of the agencies cre-
ated by interstate compacts approved by
the Congress.  Pollution control agencies,
such as the Ohio River Valley Water and
Sanitation Commission; higher education
agencies, such as the New England Board of
Higher Education and the Western Inter-
state Commission on Higher Education:
natural resource agencies, such as the Con-
necticut River Flood Control Commission
and the Gulf States Marine Fisheries Com-
mission ; and a diverse group in such fields
as nuclear development and control of the
supply of underground oil reserves entering
interstate commerce are not classified as
special districts by the Bureau of the Cen-
sus." The primary reasons for their exclu-
sion are: (1} they are financed by appro-
priations made by units of general govern-
ment, and (2} their primary functions are
regulatory or promotional rather than op-
erational,

* For a complete list of interstate comnpact ageniies, sre
Council of State Governments, mierdaie  Compacti
1783-1956 (Chicago: 1956}, and Frederick L. Eimmer-
man and Mitchell Wendell, “Interstate Compacts,” The

Hook of the Stades, ¥Wals. |962-63, |960-61, 195059, and
155657, Council of State Governments [ Chicago, TH. ).
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Chapter IV
NUMBER AND DISTRIBUTION OF SPECIAL DISTRICTS

A. Mational Discribution

The 18,322 * special districts in the United
States are created under one or more statutes
in cvery State. Three States—Alaska,
Hawaii, and Delaware—have only one such
statute and half the States have 10 or more
functional types of districts authorized by
| or more statutes.  With the exception of
Alaska and Hawaii, the incidence of special
districts ranges from a low of 46 in Virginia
to a high of 2,126 in Illinois {table 3).
Thirteen States had less than 100 special dis-
tricts. Three States—California, Illinois,
and Pennsylvania—had over 1,000 such dis-
tricts; and 9 States had between 500 and
1,000

Only seven States showed a decline in spe-
cial districts between 1957 and 1962, and
only five States had a decrease between 1952
and 1962, Increases in Indiana, Maine,
New Jersey, and Pennsylvania are partly
accounted for by a change in elassification
adopted for the 1962 Census of Goven-
METILS.

The overall national distribution, as
shown in table 3, would seem to preclude
any regional influences in the existence of
special districts,  Only when considered by
type of function performed is it possible to
discern anything resembling regional pat-
terns.  Aovailable data on the incidence of
special districts would seem to indicate that,

' Eaclsdes ome I:H'Illli:'l!_ and wrban reacwal diskisct in
thie Districe of Colambia.

despite their frequency, eortain types of dis-
tricts are more closcly related to particular
problems in individual States. Thus, with
some notable exceptions, only 1 or 2 types
of districts predominate in several States
which have large numbers of special dis-
tricts, and some which have less than 300
districts.” This 15 a relatively large group
of States, supporting the viewpoint that
legislation authorizing creation of districts
often is cnacted to deal with specific prob-
lems. Five States—Illinois, California,
Pennsylvania, New York, and Kansas—ac-
count for 40 percent of all special districts in
the United States, Of these States, all but
8 of New York's 970 districts are of 2 types.
and Pennsylvania is unique i that over
1,000 of its districts are organized under a
single act.

! For example, the Burcan of the Cenaus indicates that
there are 970 spedial districks in New Yok, This figure
includes 836 fire districks and 126 healih disricgs.  Shry-
two of the 63 Delaware districes are drainage distrcos.
Similarly, of Arkansas’ 299 special districes, 235 are con-
ceened with natural rescarces apd 35 with water supply.
O Towa's P67 districts, 189 are concerned with nataral
resnurees and B6 with water supply,  OF Kentucky's 179
diserbers, 198 are concerned with natural eescurces and 29
with water supply.  Seventysix of Michigan's ¥ distnets
are sl cosservation districes, and of Misisdppi's MGG
special disericts, 33 are bowsing and urban renewal anthor-
jties and 231 are naveral resource districts. O New
Mexico's [02 districts, 78 are natural resource districts
and 24 are laed grant districts.  OF Oklahoma's 124 dis-
wices, 112 are matural resauree districie and 7 oase waler
mapply districks,  Soath Dakow’s B0 special districts are
all matmral fesparce distrbeis, and 56 of Wironzin's 8
districts are drainnge districts, while kaoesing smd wrban
renewal authorities comstitute an additional 8 dastricis.
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The degree to which special districts gen-
erally are utilized in individual States as
contrasted to use of only ene or two types
of districts is of importance.  Of the 15 types
of special districts discussed in chapter 11,
23 States were not among the top 5 States
utilizing any tvpe of district, and 9 States
were in the top 5 of only one of the 15 groups.
Only eight States were in the top five, four
or more times. | California and Ilinois led
the way, both being in the top five 10 times,
Washington was in the top five 6 times, and
MNebraska and Texas 5 times. )

B. Distribution of Special Districes Within
and Ourside Metropolitan Areas

The distribution of special districts in
standard metropolitan statistical areas and
in non-SMSA’s is shown in tables 4 and 5.
For the Nation as a whole, 5,410 {or nearly
30 percent) of the 18,322 special districts
are in standard metropolitan statistical
arcas. Of the SMSA districts, 946 are con-
cerned with natural resources, 1,174 with
fire protection, 390 with housing and urban
renewal, 570 with sewage, 764 with water
supply, and 1,388 with other single fune-
tions, Thirty-eight percent of the latter
single funcrion districts are in Pennsylvania,
where most districts are school building or
parking authorities. Only 178 multifunc-
tion districts were in standard metropolitan
statistical areas and most were concerned
with water and SEWETAgE SCTVices.

All States having SMSA's in 1960 had at
least one special district within these areas
n 1962, California and Pennsylvania had
the greatest number within SMSA's, with
894 and 879, respectively. There were 12
States with over 100 districts within their
SMSA's. Excluding natural resource dis-
tricts, which normally affect only the outer
areas of SMSA counties, only 10 States
would have over 100 districts in their
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SMS5A's; and 13 States would have less than
10 districts within SMSA's.

This points up one difficulty in analyzing
the SMSA distribution of special districts—
the definition of standard metropolitan sta-
tistical area. Thus, in those States where
counties are large in area, the whole county
18 included within an SMSA. This accounts
for the large number of certain types of dis-
tricts within SM3A’s in some States. The
outstanding example of this is California,
which has only 57 counties that average over
2,700 square miles in area.

The four urban-type [fire, housing and
urban renewal, sewerage, and water supply)
functions for which SMSA, non-SMSA data
are available are performed by special dis-
tricts within SMSA's in 14 States; only 3 of
46 States with SMSA’s had no such districts
within their SMSA's; 8 had 1 wype; and 9
had 2.

Fire districts were used in SMSA’s of 21
States, but only 11 States had more than
10 such cdistricts. Housing and urban re-
newal districts existed in 34 States, but only
11 States had more than 10 such districts in
SMBEA's. SMSA sewerage districts were re-
ported in 32 States, with only 9 having more
than 10. SMSA water supply districts ex-
isted in 31 States, with anly 13 having more
than 10, Ineluding multifunction districts,
only 13 States had more than 10 special dis-
tricts of 2 or more of these types within
SMSA's. The five States having the great-
est number of SMSA distriets—California,
Pennsylvania, Illinots, New York, and Wash-
ington—accounted for 59 percent of the
total.  Substituting Oregen for Pennsyl-
vania, the top five would account for 57 per-
cent of these districts in SMSA's.

The same four urban-type functional dis-
tricts and multifunction districts were pres-
ent in non-SMSA's of all States except Dela-
ware, Hawaii, Michigan, New Mexico, and
South Dakota. Of the 45 States having
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such districts in non-SMSA's, & had 1 type
and 7 had 2 types.  Of 4,000 of these 5 types
of districts in non-SMSA's, fire districts with
2,055 accounted for over 50 percent of the
total.

Five States—QCalifornia, [llinois, Ne-
braska, New York, and Washington—ac-
counted for 49 percent of these five types of
districts in non-SM3A areas. Fire protec-
tion districts were reported in 26 States, 17
of which had more than 10 such districts.
Housing and wrban renewal districts were
present in 34 States, but only 15 States had
maore than 10, Sewerage districts were pres-
ent in 27 States, but only 8 had more than 10,
while water districts were reported in 31
States with only 15 having more than 10,
Including multifunction districts, only 15
States had more than 10 special districts of
2 or more of these types within their non-
SMSAs.

The essential point revealed by the analy-
sis of urban-type special districts is the varia-
tion in their use by the several States. This
will be referred to later.

C. Relation to State Law

There are three basic aspects of State law
which might be expected to have a bearing
on the incidence of special districts.  These
are State restrictions on: (1) the taxing
powers of local government; {2) the in-
debtedness of local governments; and (3]
the functions and powers of local govern-
ment. Previous Adwvisory Commission
studies have analyzed each of these subjects.

Inits study of tax restrictions on local gov-
emmment, the Commission grouped the
States into four categories, based on the
degree of restriction which the State im-
posed on the powers of local government to
levy taxes, ranging from the least restrictive

to the most restrictive,” There are seven
Statez in the least restrichve group. Of
these States, New Jersey and Connecticut
have more than 200 special districts each;
3 have between 100 and 200; and 2 have
less than 100, The second group includes
20 States, which allow considerable flexibil-
ity and “provide relatively high maximum
rates.”  They include Ilinois, California,
and Pennsylvania, which have over 1,000
special districts each and 8 other States
which have over 200 such districts. The
most restrictive group consists of 9 States
and of these, only 2—Indiana and Wash-
ington—had more than 200 special districts.
Four of the nine had less than 100 districts.

The same Commission report lists the
States in order of the cffective rate of prop-
erty tax within each State. Comparison
of these rates with the distribution of spe-
cial districts reveals the same sort of non-
correlation that was shown regarding tax
limitations. Thus, States like New York,
Oregon, and Illincis, all with a large num-
ber of special districts, were among the
States having high effective property tax
rates, while Texas and Washington also hav-
ing many districts were among the States
having low effective rates.

Tax limitations on local government
would be particularly significant for those
tax-supported services which require large
operating expenditures in contrast to cap-
ital outlay. Special districts providing
services such as fire protection, where op-
erating expenditure is likely to be the major
cost in providing the service, should occur
with greater frequency in those States hav-
ing stringent property tax limitations, if
property tax limitations are a significant
factor in their creation. However, of the
five States having the greatest number of fire

* Advisory Commistion en Intergovernmental Relations,
Siate Contiiugionad gnd Siatulary Restrictionr on Local
Taming Pewerd (19262], . 120
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districts, three fall within the group of States
permitting relatively high millage rates and
considerable flexibility; one within group 3
{allowing little Aexibility, or low maximum
rates) ; and only one {Washington) within
the most restrictive group.’

The Commission, in its report on local
government debt limitations, discussed the
impact of local debt restrictions on the crea-
tion of special districts.” The direct effect of
debt restrictions on the creation of districts
in a State is difficult to gage, because of the
variation in types of restrictions and their
individual and collective impact. Thus, in
some States there is an absolute prohibition
on general obligation debt over a certain
percentage of the property tax base, In
other States there is a tentative limit which
can be exceeded with voter approval. In
some instances, more than a majority vote
is necessary to approve the additional debt.
The various types of limitations are some-
what ameliorated by statutes in most States
which permit units of general local govern-
ment to incur revenue bond debt {sometimes
referred to as “nendebt debt™) secured by
service charges, which is excluded from debt
limitation computations, and which often
can be incurred without voter approval.
This would mean that the three high-cost
type urban districts which are most numer-
ous—housing and urban renewal, sewerage
disposal, and water supply—are excluded

"In Washington the restrictiveness of the property tax
powers of lpcal government is ned a facter in the creation
of fire districts, In Washingion fire districts are among
those districts known as "jurior taximg districts.™  The
stntatory limitation on local taxing powers @ an overall
Lmitation on a particular parcel of property. The tax
limit s 40 mills, ¥Whether the fire profection services are
financed through praperty tames levied by a wndt of general
lacsl government or by & special district, the sfective L
rate @ a particular picce of property cannot exceed $0
mmills.

* Advisory Commission on Intergovernmenial Belations,
State Cendtitutional and Stetndery Restriclions on Lecal
Governsment Debd [Washington, 1961), pp. 5562,
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from the influence of debt limits in most
States.

These qualifications of the impact of debt
limitations on the creation of special districts
must, of course, be viewed in the context
of individual State situations. It is readily
acknowledged by all concerned that the
special district authorities in Pennsylvania
are a direct result of the severe debt limita-
tion provisions of the Pennsylvania Constitu-
tion.* Similarly, the growth of sewer and
water authorities in New York State (not
included as special districts by the Burean
of Census) also resulted from debt restric-
tions in the State constitution.” The point
is that State and local governments have
acquired a high degree of sophistication in
circumventing statutory and constitutional
debt restrictions,

A third type of restriction relates to the
authority of units of general local govern-
ment to undertake the perfformance of cer-
tain functions. As was pointed out in an
earhier Commussion report,” restrictions on
the powers of local government date to our
English heritage and were embodied in
what is known as Dillon’s rule:

It is the general and undsputed proposition of
law that a municipal corporation possesses, and
can exercise, the following powers, and no others:
First, those granted in express words; second, those
necessarily or fairly fmplied in or inciden! o, the
powers expressly granted; third, these erenfial to

the declared object and purposes of the corpora
tion—not simply convenient, but Indispensable ®

*Dvparmest of Internal Affaice, Monicipal Awbhori-
tiei—The Praniplvanis Esperience, Commonwealth of
Pernsydvania (Harrisburg, 15621, pp. 79,

" Tempierary Stabe Commissien on Coordination of State
Activities, Staff Neporr on Public Authority Dinder New
York Seate, Leg, Doc,, 46, 1956, pp, 2649

" -‘I.d'a'i.'lﬂl'_.l Comenbaion as IIIlI":I'El'I\':nIﬂIF:IIJI Relaticng,
Srate Conrlitulional and Stafufory Restrictions LMpan the
Ferectural, Fusctional, and Percorne! Poosrs of Local
Gavernment [ Wathington, 1962,

I F. Dullen, Muaiepal Corporalcend, soe 55, Tat edi-
tiomn, VAT2, emplasis by Dhlloa,  For o discussion of the
impact of this rule, see ikid., pp. 23-27.



It need only be said here that until recmﬂ}',
courts have been quite rigorous in applying
the “Dillon rule™ to the powers of local gov-
ermment.

The report also discusses inadequate leg-
islative authority for municipal bodies to
provide for the needs of their residents. Tt
cites the Kentucky General Assembly as re-
fusing to authorize Jefferson County to
undertake a countywide drainage program
in conjunction with the city of Louisville,
*“This uncertainty and inadequacy of power
has discouraged the initiative of local gov-
erning bodies to meet local needs and often
has caused those secking service to go else-
where,”

Even today, many municipalities and
counties cannot exercise the broad range of
powers necessary to perform  particular
services.  Often where that power exists
the service area encompasses the boundaries
of two or more political subdivisions. In
this case, if effective service is o be pro-
vided, authority must exist for the units of
gencral local government to enter  into
agreement among themselves to undertake
a particular function. Otherwise, the func-
tion continues to be performed on a frag-

" fhid., pp. 4544,

mented basis or a special distriet must be
formed. Authority for interlocal con-
tracting or joint performance of functions
h}' municipalities and counties has been a
comparatively recent development. A sig-
nificant number of States still have not
granted such authority to their local gov-
ernments and i1t has been granted only re-
cently in some States.

A final type of legal restriction which
tends to stimulate the growth of special dis-
tricts is one that requires uniform taxation
of all property within the taxing jurisdic-
tion., Unless this limitation can be circum-
vented by use of the benefit assessment con-
cept, 1t is sometimes difficult for a unit of
gencral local government to provide a serv-
ice to a particular area within its jurisdie-
tion even though it has authority to do so
without creating a special district, A num-
ber of States permit such benefit assessment
districts and other States permit countries
to provide a service for a limited portion of
its territory and to tax enly the property
therein for the service.  Such States include
Marvland, Louisiana, North Carolina, Cali-
fornia, and Oregon, the latter two of which
are among those States which have the
greatest number of special districts.



Chapter V'
FINANCING SPECIAL DISTRICT OPERATIONS

Special district expenditures in 1962 were
$3.2 billion. This was 3.9 percent of total
State and lecal government expenditures.
The comparable figures for 1957 were $1.8
billion and 3.8 percent.  While the total ex-
penditures are substantial, a large propor-
tion of district financial activities are ac-
counted for by relatively few districts.  In
1957, 660 districts out of a total of 14,405
accounted for 77.1 percent of district ex-
penditures, 75.7 percent of district revenues,
and 90.2 percent of district gross debt.)
While comparable national figures for 1962
are not available, information from indi-
vidual States indicates the same pattern
still prevails.®

Although financial analysis alone will not
provide a measure of the impact of special
district activities on the total governmental
process, it does help identify those arcas
where districts may have the greatest im-
pact. Generally speaking, relatively few
districts account for the major portion of

LS. Burcan of the Cenias, U8, Cemsur of Govern-
menis: [O57, Fol. I, Nao, 2, Fimamce of Special Dinrices
(Waskington, DC: U8, Covernment Printing Office,
1959), p. 17,

0F Colifernia’s 3,000 special districts enumeratsd by
the Sate Contraller, 10 acoounted for 33.2 percent of total
revenues feecived for general purposes by all districts in
fisral 1981, and 16 accounted for over 55 percent of total
Califarmia disteict delst in fscad 1960, Irripation faxes
were levied in 30 counties In Mebraska in 1962, toaling
%l million. Individual cownty yeelds ranged from §73
e 397,000 ( Nebrazka Smte Teaw Commission and Sace
Banrd of Egualization and  Assessment, 962 Annsal
Regort, Janaary 1963, Statement No. 16, pp. 244-245).
Of 10% special districts in New Mexico in 1937, 5 ac-

counted for 805 percemt of fotal distzict indebiedmea
{ibid., Falmar, p. 59
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district financial activities both within a
State and within cach functional class of
districts. Exceptions are fire protection and
soil conservation districts whose finaneial
activities tend to be spread more equally
among all districts of these types within a
State.

Table & shows revenues of special dis-
tricts, by source, in 1957 and 1962.

A. User Charges

User charge revenues are the sum of “cur-
rent charges™ and “utility revenue.”  Util-
ity revenue includes revenue of districts pro-
viding gas, electric, transit, and water supply
services. Current charges are the sum of
user charges exacted by all other special dis-
tricts.  Almost all types of special districts
exact some type of current charges, al-
though of the $803 million of current charge
revenue in 1962, 3412 million, or 51.3 per-
cent, of the total was received by hospital
and housing and wrban renewal districts.
Other types of districts receiving significant
current charge revenue are airport, port,
sewerage, and certain natural resource dis-
tricts,

User charges accounted for $1.6 billion,
or 61.3 percent, of the 1962 total district
revenues of $2.6 billion. In 1957 they ac-
counted for 66.3 percent of total revenues.
While total district revenues increased 73.2
percent between 1957 and 1962, user charge
revenue inereased 60.1 percent. Special
districts in five States—~California, Illinois,
New York, Nebraska, and Washington—



Tan e 6 —Revenue of Spacial Dirtricis, by Source, 1957 and 1962
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They are casy to asess and collect,  The govern-
ing board of the special district, generally, has com-
plete control over the levy as well as the resulting
proceeds,  Collection is inherently enforceable, for
the service performed can be terminated in the
event of defaslt, ., .

They are both flexible and reliable, They are
not tied to property values and are easily adjusted
i mect the needs of the district or to accommodate
radical changes in the economic conditions of the
nation. Service charges and tolls are not depend.
cnt upon the whims of any government outside of
the district. The contrast, in these respects, with
the other revenue deviees, such as property taxes,
special assesiments and inter-government grants or
.a.ppmpr.ial'_'-u:ms, is well marked.?

While the reasons for resorting to user
charges by units of general local government
and by special districts are essentially the
zsame, decisions of the former are subject to
political review., In addition, the govern-
ing body of the unit of general local govern-
ment often can transfer surplus user charge
revenue to other governmental functions or
usc other governmental financial resources
to supplement the revenues of the user
charge services.  Generally, these alterna-
tives are not available to a special district.

Factors normally considered by special

districts in determining the level of user
charges include—
v« o 11} the period within which capital costs are
to be amortized: (2} wheither masimuom use is to
he considered as more important than earlier amor-
tization; {3] whether a surplus above debt service,
operations and maintenance cost is desired to pro-
vide for improvements, extensions, additional fa-
cilitice or additienal activities; (4% the effect of
various rates upon wer habits, competition, and
other eeonomic and social factors; and (5] public
relations.*

Most districts which exact user charges
obtain funds for capital construction
through the sale of revenue bonds. The

" Tbid,, Folmar, p. 68,  5ee also ibid., Temporary Ciemn-
mision on Coordination of State Activigics, pp. 49-50.

* Ihid., Temporary State Coammissbon an Coordination
al State Activitles, pp. 510-519.
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nature of the agreement between the district
and the bondhelders, pursuant to which the
bonds are sold, vsually influcnces the user
charge levied. For some activities, such
agreements require that the charge be set
at a rate that will insure district revenue
equivalent to a certain percentage, usually
120 percent, of the costs for operation of the
facility, interest payments, and bond retire-
ment.  Often the rate must be approved by
independent  engineering  firms."  Gener-
ally the agrecment requires that charges be
sufficient to cover operation and proper
maintenance of the facilities and meet in-
terest and principal payments.  1f rates ini-
tially sct by a district are insufficient to mect
such costs, the agreement generally requires
that they be set at a higher level”

Special districts levying user charges pos-
sess considerable discretion in setting the
level of the charge.” In discussing the na-
ture of this discretion, a Pennsylvania study
SAYS:

For most operating Municipal Authorities in
Pennsybvania, the theory of rate determination s
relatively simple. They are natural monopolies
selling a service, water supply or sewerage disposal,
which has an inelastie dermand: that is, there is
little change in the quantity purchased as the price
increases . ., . Unlike private utility companies,
a Municipal Authority need not secure the approval
of the Pennsylvania Public Utility Commission in
Axing its rate schodule, unless the ervice area ex-
teneds beyond the incorporating municipality.  The
Mumicipality Authorities Act of 1545 restricts Au-
thoritics o0 “reasonable and uniform rates™ which
are to be used “for the payment of the expenses of
the Authority.” This mild restriction is unbikely
tor interfere with an Authority's operation.®

*arncld B, Jones, “The Financlng of TWA," 26 Law
amd Comip. Prok, 741 [(Autame 1961), pp. 74749,

* Az an cxample of the effect of sech provisdon as they
afecied the Illingis Toll Highway, see The Weekly Bond
Buyer, Oct. 7, 1963, p. 3, and Awg. 31, 1964, p. 5L

T Thid, Pock, p. 104 ; ard Temporary Siate Commission
on Coordimatien of Srate Activities, p. 518,

“ Ibid., Pennsylvania Department of Internal Affaies, p.
21,



Pennsylvania practices and procedures are
typical of the general standards applicable
to all special distriets exacting user charges.

B. General Tax Revenus

While over half the special districts in the
United States are authorized to levy prop-
erty taxes, mamerous others are authorized
to levy special assessments against property.
Combined property taxes and special assess-
ments yiclded $504 million of the total $2.6
billion of district revenue in 1962, or 19.6
percent, of total district revenues, compared
with $311 million, or 21 percent, of the total
in 1957, Two States—California and I1li-
nois—accounted for over half of this type of
district revenue, and in only five States did
these sources contribute more than $20 mil-
lion to district revenue.

Numerous types of districis are author-
ized 1o levy property taxes or special assess-
ments. Cenerally speaking, this is the basic
source of revenue for fire protection, flood
control, drainage, park and recreation, li-
brary, road, and health districts,.  In addi-
tion, many water supply, hospital, sewerage,
airport, port, and irrigation and water con-
servation districis are authorized to levy
property taxes or special assessments in ad-
dition to having other revenue sources
available,

In most instances, special district tax
levies are small compared to the levies of
units of general local government and school
districts; but where several districts overlap
a given parcel of property, their combined

impact may be significant. A California
study notes that one unincorporated com-
munity is subject to a county property tax
rate of $2.34, a combined school district rate
of $5.97, and an overall total rate of $10.51.
Twelve special district levies were indicated
on the county tax bill, aceounting for the
additional §2.20 of the total hill.*

Owerlapping of districts levyving property
taxes is by no means unusual.  In both met-
ropolitan and rural areas it is not unusual
for a community to be subject to property
taxation by a number of special districts.
Ciencrally speaking, only one or two units
af general local government and school dis-
tricts can levy property taxecs on a given
picce of property, but often there is no limit
on the number of special districts that may
levy a tax or special assessment against such
property.  Even in States such as Washing-
ton, which has a constitutional limit on the
overall rate that can be levied against a
parcel of property, the limit is not applica-
ble to a number of types of special districts.™
In same areas “there are as many as nine,
ten or twelve [such] units in existence.
This situation seems to encourage citizen
confusion, . . .""

*Sfanley Seail kndl Jokin Corfine, §pecial Disfriedi oh
the San Francisce Hay Area: Soma Probiems aud Jsower
{ Berkeley: University of California, Irstitute of Govern-
mental Studies, 1963 ), p. 5.

* fbid, Ttmer, ppe 10-12,  The mepart [ists 8 types of
districts which may levy a praperty tax outside the 13mie,
amd 15 types which may levy special assessments

U Clvde F. Snigler, Gilbert Y. Steiner, and Laois Lang-
don, Legsl Texmag Endte: The flfinen Experience (L

bana: Univeriiy of Ilincis, Institute of Gevernment ard
Public AFair, 1954}, [ENS
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Tanig 7.~—Intergovernmental Revenue of Special Districts by Level of Government, 1957 and 1962
[In thomsands of dollzrs|
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C. Intergovernmental Revenues of Special
Districes

Revenue received by special districts from
Federal, State, and local sources was $373
million in 1962, or 14.6 percent of total dis-
trict revenues, This compares with $135
million, or 9.1 percent in 1957, Details of
mtergovernmental revenues of speeial dis-
tricts are shown in table 7. In 1962, rev-
enues  from  other local governments
amounted to $160 million; from the Fed-
eral CGovernment, $159 million; and from
State government, $34 million. The com-
parison, between 1957 and 1962 figures, is
somewhat misleading with respect to reve-
nues from other local governments because
of the impact of the changed Census classifi-
cation. Special districts in Maine, New
Jersey, Pennsylvania, and Indiana—States
most affected by the revised classification—
accounted for $104 million of the $160 mil-
lion transfers from other local governments.
In 1957 these four States accounted for only
53.8 million of 328 millien of intergovern-
mental revenue from  this source. The
type of district primarily involved in these
States receives almost all of its operating
revenues from units of local government,™
Were they excluded, district revenue from
this source would have increased from $24.4
million in 1957 to 856.6 million in 1962,

Federal grants-in-aid accounted for 11.3
percent of total State and local revenue in

" The special distrocts ieeodved here aperate in the faol-
bowing manmer, The distebet issmes bands for the con-
struction of a nesded pubbc facility——a school bwilding,
waber or sewer line, parking lot, etc.  The facility & cons
structed in accordamce with plans approwed by a school
dimtrice or unit of general loeal povermment.  Upen com-
Pletien of the facility, the scheal disgrsol or wnit of general
bocal government leases it fromn the distmci. The remt
paid to the district is therefore included as district revenue
from kecal governments, Such disinct appear 86 have
little impact om intcrgeversmental relatiang, though they
generally inertase the cost af providing & partcular serv-
e, The Baercas of the Cengas indicaies 915 such dis-
tricts for schood purposes in Indiana and Penssylwania and
absout 700 others in Maine, New Jersey, and Penosylvansa,

AR D a1

1962, but they accounted for only 6.2 per-
cent of special district revenue. Hospital
and sewerage disposal districts are eligible
for Federal grant funds for capital construc-
tion purpeses; housing and urban renewal
districtz may receive Federal funds for land
acquisition.  Similarly, library districts and
most natural resource districts are eligible
to reccive Federal funds under various
programs.

In 1962 special districts in five States—
New Jersey, Georgia, Pennsylvania, Ten-
nessee, and Hlinois—aceounted for 41 .8 per-
cent of all special district revenues from the
Federal Government. Districts in  four
States received no Federal funds, and in six
States they received less than $100,000.

In 1962 special districts received $54.3
million, or 2.1 percent of their total revenue
from State government. Comparable fig-
ures for 1937 were $32.5 million and
2.2 percent. Five States—Massachusetts,
Florida, New York, California, and Illi-
nois—accounted for 68.1 percent of district
revenue from this source.  In 5 States, dis-
trictg received no revenue from the State
and in 15 they received less than $100,000.
State programs providing revenue for spe-
cial districts vary significantly. Almost any
type of district may be eligible for such as-
sistance in a given State,

Revenues from local government are
somewhat more difficult to determine.
Generally speaking, statutes authorizing
special districts permit local governments
to make a contribution to such districes,  In
addition, local governments may have to
pay for services received from some types of
districts.

D. Long-Term Debe

One  of the most significant  fea-
tures of special district financial operations
is their ability to incur long-term debt for
capital construction. Table 8 shows the

a9



status of district long-term debt in 1957 and
1962, In 1962 total long-term debt out-
standing amounted to $10.2 billion, com-
pared with $6 billien in 1957, This
amounted to 13.2 percent and 11.7 percent
of all State and local long-term debt out-
standing in the respective years.

The hE:H.r].' teliance on wser cha rge reve-
nues by special districts in furnishing serv-
ices which require large capital expendi-
tures is clearly evident upon examination
of special district indebtedness.  OF a total
long-term indebtedness of $10.2 billion, $8.7
billion was nonguaranteed debt, which, in
1962, was B5 percent of all districe long-
term debt, compared with 80.7 percent in
1957,  Excluding special districts, the non-
guarantced long-term debt of State and
local government was $20.5 billion in 1962
and $13.5 billion in 1957, or 30.5 and 29.9
percent, respectively, of total State and local
debt. Again, in comparing these figures,
the revised Census classification should be
noted.™  Despite this change, non-guaran-
teed long-term debt of State and local gov-
emment increased during the S-year period.

In 1962 special districts of 3 States—
Pennsylvania, California, and Washing-
ton—had outstanding long-term debt of
over B billion, while in 6 States it exceeded
$500 million, and ranged from $100 million
to $500 million in 15 States. Five States
accounted for 32,6 percent of all such debt.
The impact of a single district on State fig-
ures should again be noted. While New
York has a total of 970 districts, the Port of
New York Authority accounts for the great
bulk of the special district debt in that State,

Generally speaking, districts issuing non-

B Thie revissd classificatsan, which in 1962 incleded the
“leasehack™ authorities in Moine, New Jersey, Peneoyl-
vania, and Indiana as special districts, bas particularly af-
fected the Peneaylvamia figures, Tt must e recogoized
that the underying financing of nonguarantesd debt Far

such authorities is the propesty tax or other source of peve-
mue al same unit of general local government.

k11

guarantecd debt can do so without submit-
ting the matter to a vote of the people and
without any sort of State restriction on the
amount of debt incurred.  Frequently the
only restriction on their incurring debt is
the extent to which the bond market re-
sponds to the securities offered. In this
regard, it is important to note that non-
puaranteed debt or revenue honds, whether
issued by special districts or by units of gen-
eral government, cost more than guaranteed
or full-faith and credit bonds." However,
the differential in interest rates appears to
have decreased in recent years as investors
have become more acquainted with this
type of financing.” The differential in in-
terest rates has caused some States and mu-
nicipalities 1o pledge their full-faith eredit
behind otherwise nonguaranteed debt in
order to mnsure more economical borrow-
ing." The basic cconomic rationale under-
lying revenuc bond financing is that users of
a facility should pay for its construction and
thus cost of the facility is not a burden on
the taxpayer.” This may be open to seri-
ous criticism. Not only is the potential
legal Liability of general government for spe-
cial district debt uncertain, but district de-
faults would have an adverse effect on the
units of general government which created
the district.'®

" Gee Pablic Affairs Resarch Council of Lowisiana, A
Sownd Debi Program for Lowidena, Mo, 112 {September,
1963}, ;o 3, Ibid., A Repont to the Governony' Confer-
ence, pp T0-T2, 104 ; and Rowland I. Robinson, Post War
Marke! for State end Local Secwrities (Princeton Dmis
versity Pres: 1960, pp. 210=211.

* Awthorities—Efective Public Servants [Fhiladelphja:
Butcher & Sherrerd, 1964, p. 3.

= Itud.. A Beport to the Governors' Coofercece, pp.
2820,

1 Ikid,, Jones, po 750 and Walter H. Steabe, “Revenus
Bomedi,” {ed,) Gorden L. Caleert, Fendamantals of Mu-
miecpal Bands | Investment Bankers Association of Americs,
1958), p. 117,

" Eee Wegkly Bomd Buyer, Oct. 21, 1963, sec. 2, p. 1
et 28, 1963, sec, &, p. I; and Nov. 4, 1963, p. 3. The

hirat #wie arficics deal wigh defaualt on the I::hil.':-l._‘vl,l- Calie-
et Skyway boads and the laner deals with the West Vie-

ginia Turnpike difficulties.



TasLs B.—Long-Term Indebtedness of Special Districts, 1957 and 1962

1In themsanads of dollars]
T
Lang=term debt catstanding at end of e
Seape Togal Manguaranteed Full faith & eredit
1963 1957 1262 1087 a2 1957
| | |
Mortheast:
TR s v 432, 92 8, 507 4, 196 %, 503 2, 786 2, 304
Mew Hampshire, .. ... .. 12, 250 10, 520 10, 533 o, 60 | 1,717 &l
Vermont. .. ... AR e 701 457 i 103 G4 258
Adamsachusetie . .. ... ... 364, 240 381, G20 358, 295 374, 430 5, TG 7, 190
Ehode Ieland. .. ... .oovnonnnn 4, 350 404 B, 192 30, 504 &, 147 01
COmnEcbitul, .. e 179,17 160, 4RA 1349, 319 153, 200 30, B52 7,106
Mew York. ... 736, 3T 240,210 717, 0T 433, 503 19, 204 7, Al
Mew Jemey.. ... TS 50, 695 304, 505 549, 035 30, 007 1, D0 407
Penmmylyamia. . oooorioaerooroe| Ly TES, BES 109, &92 | 1, 757, 9T 108, &07 T P
Midwest:
Michigan . . ............. 1 10, 924 14,832 19, 174 13, 062 748 1,770
BNl o e A S e S 125 T&4 T, 145 118, 491 70, 145 7,005 &, 000
Indiana....... 225, 154 17, 404 218, 141 15, B 7,003 1,418
Mlinols. ......... Ciieneraaee.y 528,842 | 520058 | 33a, 3l 303, 773 | 192, 541 217, 206
Wisconsin, . ...vniiinns feaiii 42, 30 4%, 138 &, Tdd 25, 707 57, 457 21, 341
Minpesota . ... = 5l T3, 207 23,928 T2, 304 15, 483 w2 B, 245
IR 21, - e e b e o 5, &30 7,762 4,854 &, b7 Tl 1, 4
Bdissgaarii...... ... ERit i 1301, BAO5 BE 973 i, Sad TH, 334 0, 241 4, 639
Morth Diakota . .. .....000000e THS 214 177 63 LET 151
Somth Dakota . ............ 3, 203 3,939 3,253 3,939 11 P
Mebraska AL e 307, 544 323, 760 02, o) 324, 056 014 1,713
m&m ............ . . 45, ¥ 15, 861 41, 418 13, 965 4, 575 1, 8%
Delaware. . ...._....... ; 0, 842 4, 430 0, &% 4, 3G 7 kT
Maryland............. PRy 271,814 184, 513 2, 554 114, 232 T, B56 Ta, 281
District of Columbda. .. . . 67, 55 9,377 67, 55l F- B T [ IR o e h S
s 250, a2 47, 751 226, 354 47, 707 4,328 a4
13, 503 1, 167 13, 503 10, 187 Jovcncnveaycs .
21, T42 15, ndi 21, 623 18, S 119 &l
158, T3] 11, 145 156, 02R 111, 144 2,703 s s
By, 120 % BE0 75, OE1 i, 5,043 2, 906
61, &0 43, 044 40, Thl (e 0, 929 14, 855
145, 476 134, 691 145, 474 133, 683 |............ 3,
B, 723 4, 487 68, 612 53, 218 18,111 | 11, 259
122, 926 B, B35 11%, 153 B85, 479 3,773 L&l
48,225 12, 579 35 425 i, 577 22, OO 1, 02
160, 595 112, 683 104y, 574 B4, 197 60, 021 26, 444
18, B4T 23, 653 17, 33% 200, 3 1, 506 3, 360
Chlakamna . %, 158 2,889 & ang 2,668 ] 23
T o e s St L 483, 770 153, G0 333, 426 235, 5ls 150, 353 o4, 104
Pl B, oo 27,473 7, 561 24, B 24, 544 2, 607 2,017
5 Aorleoms L. 172, 717 1352, 047 171, Bl 123, 812 | B, 385
el |
T U RN 19, B33 21, 588 19, 375 21, 189 458 Eb L
Idaho 577 1, &2 i, Bt 30, X2% 5, 764 450
Wyomdng. ..., ... 29, 650 | 14, 362 28, 760 i4, 971 ] 1, 3
wda_ . ... ST e g1, 002 &9, 517 54, 715 53, 421 24, 287 1, O
TNl e, L e 134, 102 85, BX A7, 181 70, 048 35, 121 0,750
Washingion 1, 120, 339 553,571 | 1,071, 32 537, L4 43, M7 16, 430
T e 73, 256 04, 752 43, 347 47, 155 23, 900 17, 507
L 25,732 15, G54 1, 103 15, 470 4, 620 158
California. . . .. eceninraieas| 1, TELA23 | 94D, 135 543, 052 oz, sal 618, 371 547_41
T A R 3, 104 1, 707 " 1, 707 ER TiL ) [ i
Hawsii. ... v 12,247 ..ol {4+ T B cartEmir e
UE Tatal. ... ... .... | W, 080, 200 | 5, OBG 025 | B, GET, 200 | 4, B33, 480 | 1,501, %21 1,158 54

Sources LL8, Burcaw af the Censiss, Ceend aff Gooerameats, 1852, and Conmer af Gosermments, 1057,
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Chapter VI
SPECIAL DISTRICTS AND UNITS OF GENERAL GOVERNMENT

The paths of special districts and general
government cross at many places. States
always, and often units of general govern-
ment | including the Federal Government ),
play a part in the ereation of Spﬁ:ial districts,
These relations are formal or procedural.
They do not necessarily involve the actual
operation of district programs.  This latter
relationship s of extreme importance.
However, it is often difficult to isolate the
various aspects of the operating relation-
ships between special districts and units of
general government, This 15 particularly
true where the nature of the relationship is
not spelled out either inthe law authorizing
creation of the distriet or in the actual char-
ter or other document creating it.  Similar-
Iy, as the following analysis will show, some
statutory requirements establishing such re-
lationships are often more honored in the
breach than in the observance.

In this discussion, it must be remembered
that wsually other devices are available
which would permit a unit of general gov-
ernment to provide a type of service that a
special district is providing. The Bureau
of the Census lists some 5,223 “county sub-
ordinate ‘special taxing areas’” in the
United States in 1962, Such areas were
found in some 20 States, including States
which have a significant number of special
districts, and some which have few distncts,
As one commentator noted: *These entities
are, in effect, special taxing areas through

' Ibdd., Burnaw of 1he Cenuss, “Cersus of Gowernmenia;
1562 qakble 17

which the county government can raise
funds to finance services within the dis-
tricts.” *  California has over 1,000 such
entities performing the same type of func-
tions that special districts perform.

A Louisiana study indicates the extensive
use of county subordinate taxing areas in
both urban and rural arcas of the State.  In
1961, the wrban parish of East Baton
Rouge, levied separate property taxes for
37 such arcas,’ though the Bureau of the
Census lists only 2 special districts, and no
subordinate taxing arcas in the parish in
1962. The rural parish of Iberville, with
a population of 29939, levied scparate prop-
erty taxes for 7 such areas in 1961," and the
Census Burcau indicates no special districts
and 2 subordinate taxing areas in Iberville
Parish.

Finally, the Census Bureau indicates that
in every State, general ga:ﬂ.'rmmr:nt—ﬁtat:,
county, and municipal—has created sub-
ordinate agencies to undertake various func-
tions which are also performed by special
districts in the same State® In evaluating
the impact of these devices—subordinate
taxing areas, subordinate agencies, and spe-
cial districts—it must be recognized that the
degree of control exereised by the unit of
general government over their activities

*Fhid., Soott and Corzine, po 1.

" Tenth Annual Heport of the Lowinana Tax Commi-
iren l|'|e:l'r thke Veari [960-8], State of Louisiana {I'gﬁi:l.
pp. I74-273

* Thid, . 280,

L ihdd., "Census of Gowernments: 19627 individual
Stte descriptions, pp. 243-372,

]



constitutes a continuum ranging from a gov-
erning body of a unit of general government
acting as the ex officio governing body of
the subordinate agency * to a governing body
of a special district elected by the people
and with no legal relationship to any unit of
general government.  Within this range, it
i5 sometimes diffieult to determine whether
an individual agency or district is subordi-
nate to, or independent of, a unit of general
government.  This is one reason why the
Census Bureau sometimes has difficulty in
determining whether a specific entity should
be classified as a special district or not, and
why the number of units so classified varies
from study to study.

A, Relatdons With Units of General Local
Government

Obviously, a major factor affecting rela-
tions between districts and units of general
local government is the number of special
districts included within the boundaries of a
unit of general local government. Gen-
erally speaking, there are no special districts
within portions of a city. Special districts
are cither coterminous with the territorial
boundaries of the city or the whole city is
part of a larger special district.  The same
situation, however, is not true with regard
ko countics, towns, or States. Generally,
districts such as hospital, housing and urban
renewal, airport, and port districts are co-
terminous with boundaries of a unit of gen-
eral local government ; often others are also
coterminous with such boundaries.

' In Virginia, county governing bedlies are authorized 10
provide water supply, sswerkge, garbage digposal, Bre pro-
tection, and wtility services o portiona al the county pur-
st o secs. Z0-113 éo 211400 of the Viemney Code,
The couney governing body acis as the governing bady of
the “district” providing sach service or services and may
levy property taxes as well as change for services rendered.

See alse Sec. T2T.00 er seq, of the Ohio Gode and Secs
[7-25-1 ot seq. of the Uiak Code

With respect to a county, one measure of
potential operational problems is the extent
to which numerous special districts exist
within its boundarics. Table 10 presents
the distribution of multiple districts by
county in 47 States, plus eounty-type units
in 3 States. Eight hundred and fifty of
these county-type units have 6 or more spe-
cial districts within their territorial limits;
398 have between 6 and 10 districts; 309
have between 11 and 25; and 143 have over
25, Twenty States have one or more
counties in the last category. Less than
one-third of the counties with 11 or more
special districts are in standard metropoli-
tan statistical arcas. At the same time, it
must be noted that table 10 understates the
degree to which numerous special districis
exist within a given county because Census
data include multicounty districts in only
one county and there were 2,000 mult-
county special distriets in 1962,

A second factor which must be considered
in viewing the overall rclations between
units of general local government and spe-
cial districts is the type of function per-
formed by the district.  The import of these
relations will be significantly different in
New York State, where almost all districts
provide fire protection or health services,
and California, where districts provide al-
most all types of governmental services,

A fnal factor affecting operational rela-
tions is the extent to which a special district
must obtain some type of approval or review
from a unit of general local government be-
fore it can proceed with its activities.  With
respect to housing and urban rencwal dis-
tricts, these requirements usually are quite
detailed.  With respect to fire districts,
they are often nonexistent,  Such require-
ments for other districts fall somewhere be-
tween these extremes.
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The need for close relations between
special districts and units of general local
government is most apparent in those situa-
tions where district activities can introduce
a significant demand for public services per-
formed by a general local government.
When a water or sewerage district extends
its service lines to an undeveloped or sparsely
developed portion of the community, the
unit of general local government responsible
for providing schools, highways, police, fire
protection, and other services will be faced
with an inereased demand for such services
along the extension.  Similarly, activities of
port, housing and urban renewal, and air-
port districts generally affect the demand for
other services performed by units of general
local government. This type of interrcla-
tionship is probably most clearly observed
in standard metropolitan statistical areas.

Despite the need for close coordination,
Max Pock, in his study of metropolitan spe-
cial districts, found that units of general
local government in metropolitan areas
were informed of district activities:

. by means of official bulletins, reports, an-
nouncements, or less formal media of communiea-
tion, Howewer, true coordimation in the snse of
meshing programs and objectives of districts with
tangential and interdependent programs and ob-
jectives of other governments is only undertaken on
a small and perhaps sporadic scale.  There is al-
most a tatal abeeonce of any formal machinery for
cooperation excepling, perhaps, the already men-
tioned occasional requirerment that detriets submit
financial reports to component units, and that they
cooperate with or get approval from cnumerated
lecal governments or their technical departments
on certain aspects of their activities.”

But, Pock notes that most districts “appear
to get along well with other units of local
government on matters relating o execu-
tion of their projects;. . . .""

T Ibid.. Pock, p. 107,
*Feid.. p. 107.

4

Pock's criticism, of course, is not uni-
formly applicable. Housing and urban re-
newal authorities generally need the ap-
proval of the governing body of a unit of
general local government before they can
act. In addition, planning for total gov-
ermmental services is part of the “workable
program™ requirement necessary for eligi-
hility for Federal grant funds. Similarly,
a number of special districts must ob-
tain approval of the unit of general local
government within which they propose to
acquire property before they can proceed.”

Such special districts as fire protection,
park and recreation, library, hospital, and
muost natural resource districts usually do not
produce significant demands for services
performed by units of general local govern-
ment.  But they may have a significant im-
pact on matters affecting local government
organization.’”

The problem of planning and coordinat-
ing governmental services is extremely com-
plicated in any area where numerous dis-
tricts exist. It ean be pointed up readily by
considering a single-county metropolitan
area, such as Fresno, Calif. According to
the Census Bureau, there were 107 special
districts in Fresno County in 1962—37 nat-
ural resouree, 8 fire protection, 2 housing
and urban renewal, 4 sewerage and sewage
disposal, 26 water supply, 27 other, and 3
multifunction districts.” Table 10 indi-
cates, to some extent, the degree to which
such situations exist nationally,

*Fed, po B9, and k., Temporary State Commmisséon
an Cloordination of State Activities, pp. 241-244.

" Examples of this are numeroas. The Rhode Tsland
Feneral Amembly, in 193], authorized one of i swes 0
create and maintain a fre department. The owa's as-
suming this fusetion was conditioned upon the approval
of a town meeting and upan the appsaval of three fire
diztricts within the town whick were ariginally ercaped by
spreeial st of the legidature.  As of 1962, no town fises
drprartment was created,  Thad ., Bed, po 11

' Ihid., Bureau of the Cersus, ""Census of Governments:
1962, p. 108



While special districts in metropolitan
areas were once thought by some to be a pos-
sible solution to some metropolitan prob-
lems,” experience to date does not support
this contention. However, multifunction
special districts or even single-function
districts in metropolitan areas may be an
effective means for undertaking some gov-
emmental functions, provided appropriate
arrangements are made to insure that the ac-
tivities of the district are properly coordi-
nated with the activities of units of general
lecal government,™

In addition, special districts tend to make
municipal annexation exceedingly difficult.
O¥iten persons directly associated with a spe-
cial district actively oppose annexation, and
once residents of a community have water,
sewer, and fire protection services, they
often see noneed to support annexation.™

Finally, it should be pointed out that the
rmumber of special districts providing a given
service in a metropolitan area is not an abso-
lute indication of the degree to which a serv-
ice is actually fragmented. Thus, San
Dicge County, with 22 sewerage districts,
has only 1 main disposal system operated
by the city of San Diego. Twenty-two dis-
tricts pay an annual rental to the city for use
of its facilities” Of 57 water or water and
sanitation districts in the Denver metropal-
itan area, 33 obtain their water supply from
4 municipal systems—24 of these from the
city of Denver™
_mnmﬂry State Commisalon on Coordination
of State Activities, pp. 541=342, and Bollcns, pp. 90-52,

" Ihid., Bollens, pp. 46-94, and Advisory Commission
om Intergovernmental Belasions, (Fovernmental Siructure,
Orpamization, and Planming in Metropoliton Aread [ Wash-
ingbam, 19613, pp. 26-40,

Y Ibid., Scott and Corzine, pp. -8,

" Samue]l E. Wood and Alfred E. Heller, The Fhaatoms
Citier of Califorsia | Bacromento: Colifornia Tomor-
row, 1963]), p. B

Y Ihid., Leagus of Women Voters of Colorado, Co-

operabion or Cenfunon? Pard TI. The Urkan amd Med-
ropoiitas Profdem i Colorade {Denver, 1381 §, pp. 30-21,

In some instances an existing unit of gen-
eral government actually has cncouraged
the creation of special districts. Im 1940
the City Council of Eugene, Oreg., an-
nounced that it would provide fire protec-
tion only to these suburban areas within
“regularly erganized fire districts.” This
was done so the city might enter into a con-
tract with the district to guarantee certain
payments for the serviees rendered.”

B. Relatons With Stare Government

The nature of the relationship of special
districts to State government is, of course,
largely deterrnined by State law. But in
most instances only certain types of districts
have operational relations with the State
government and the nature of these relations
differs significantly from State to State.
Such districts include hospital, sewerage,
park and recreation, all natural resource
districts, and, to some extent, water supply
districts. The relations are bascd on the
degree to which the State has assumed re-
sponsibility for overseeing how functions
undertaken by the district are performed or
the degree to which it has assumed an opera-
tional responsibility in the particular func-
tional arca.

States have long been active in the park
and recreation field. Hospital districts, to
the extent that they receive Federal funds
for construction, must be established in ac-
cordance with a statewide plan for hospital
services,  The State's overniding responsi-
bility for water pollution control requires
a certain degree of supervision over the ac-
tivitics of sewerage districts.  In point of
fact, the need for meeting State pollution
control standards has probably contributed
to the creation of some sewerage districts

¥ Ibid., Burean of Muonicipal Rescarch and Service,
Protlems of the Lirbon Fringe: Eungene-Fpringfieid Area,

Prepared for ke Legislative Interim Commmittes on Local
Government { University of Oregen, 193, pp. 30-31
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Soil conservation programs arc somctimes
administered through State agencies, and in
some instances they receive revenues from a
State agency. Drainage, irrigation, flood
control, and some water supply districts are
intimately connected with State programs
for the development of natural resources,
particularly water resources.

Despite these facts, and despitc the fact
that statutes often give an appropriate State
agency some review authority aver activities
of certain types of special districts, there is
often no effective means available for the
State to insure that district activitics are in
accordance with overall State requirements.
Obwviously, there are exceptions to this gen-
cralization, If capital facilities of hospital
districts are to receive Federal funds, they
must be constructed in accordance with an
appropriate State plan. Similarly, in a
State such as Pennsylvania, where sewer-
age districts arc eligible to receive State
grants for capital construction purposes,
they must meet the basic regulatory stand-
ards of the State if they are to make use of
such grants, WNatural resource districts
particularly drainage, irrigation, food con-
trol, and some water supply districts, pose
the most difficult problems for State-district
relations.  They are related to the efforts of
States to develop plans for the overall de-
velopment and utilization of water and re-
lated natural resources.  In order to insure
that such plans are effectively implemented,
an appropriate State agency must be n a
position to insure that district activities are
in accord with State plans,

These problems are well pointed up 1M
several State studies, A Lowisiana study
cites a State department of public works'
report as follows: “It is well to note that
prior to the statewide drainage program,
drainage was carried on through more than
300 small drainage districts, It is imprac-
tical and well-nigh impossible to perfect a

A8

drainage program on this basis.” ™ Louisi-
ana attempted to resolve this problem by
insunng a close relationship between levee
amnd drainage districts and the State depart-
ment of public works, as well as the Federal
Government. A representative of the de-
partment of public works is required to at-
tend district board meetings and advise the
board as to the location, construction, and
repair of all levees in the district.” A
League of Women Voters” study in Texas
notes that while districts must obtain ap-
proval from the State for their bond issues
and engincering plans, “The only factors
considered by these agencies ( Attorney Gen-
eral, State Comptroller, Texas Water Com-
mission ) are the techmeal, engineering, and
legal aspects; and after the plans and bonds
are approved, there is no supervision of the
actual construction to insure that it is in ac-
cordance with the approved plan.” ™

A 1961 study of Kansas watershed dis-
tricts indicated the existence of 33 such dis-
tricts and 17 in the process of being orga-
nized.”  After noting that the 50 existing
or proposed districts constitute only 11 per-
cent of the total acreage in the State, the
report says: “Projecting into the futare . . .
it is not inconceivable that the number of
watershed districts in the state could some-
day exceed 4007 =

The report goes on to raise the following
question, among others: *. . . will these
districts, as units of povernment, be able to
overcome the difficulties inherent in co-
ordinating the programs of so many districts
(G0 at present, a potential of approximately

" Emmerr Al Special Dintricts in Lowinona {Lowis
sinien State University: Bureau of Govermment Research,
1951, p 41

* For general discossion, see ddad,, Assell, pp, 3342,

" Learur al Women Vioders af Texas, A Guide fo Dleder-
dending Stafe-Local Relations [1962), pp. 1819

A Charleas A, Sullivant, The Kamsar Walerrhed Dinmce
[University of Kansas: Government Besearch Cenier, A
Citizen's Pamphlet, No. 27, 1961 ).

B Ibid., p. 22



400 in terms of a coherent State water and
=0il development program?” ™

The need for States to assert strong lead-
ership if water resource development is to be
truly effective is highlighted by such situa-
tions as the following:
. . . the Brazos River Authority [in Texas] covers
approsimately one-sixth of the state . . . [in which]
97 separate water districts and authorities have been
created by special act or by general law to deal
with problems in the Brazos River watershed.
However, the plans of subordinate districts, as well
as the activities of participating federal agencies,
must conform with the master plans of dhe Brazos
River Authority,®
The Texas situation, contrasted to the Kan-
sas situation, indicates the degree to which
the State can (and should) insure effective
integration of the activitics of certain types
of special districts with overall State needs.

C. Relations With the Federal Government

Special districts of all specific funetional
types, except fire, health, and cemetery
districts, have relationships with the Federal
Government.  Most  districts  concerned
with natural resource, housing and urban
renewal, hospital, library, airport, sewerage,
disposal and park and recreation functions
are eligible to reccive Federal grant funds,
and, aside from grant programs, Federal op-
eratienal or regulatory programs affect a
number of these functions.  In the natural
resource field the activities of natural re-
source and water supply districts touch most
closcly on the operational programs of the
Federal Government and this is an area
where close coordination of Federal, State,
and district activities is clearly required.
Problems associated with these activities
almost always extend bevond the boundaries
of a single special district or units of general
local government,  If such problems are to

= Ihid., p 23
® rbid., Thrambler, p. 31

be resolved effectively, statewide, and, in
some instances Federal-State, coordination,
and perhaps operating programs, will be
necessary.  State efforts in these fields were
mentioned previously. Regional efforts
have been going on for some time with vary-
ing degrees of success. Special districts,
such as the Delaware River Basin Commis-
sion,” and the river basin cornmissions
which would be authorized under the pro-
posed Water Resources Planning Act,™ are
indicative of some current efforts to meet
these problems,

I Relations With Other Districts

Relationships among special  districts,
while perhaps not as significant from an
intergovernmental point of view as relation-
ships between districts and general govern-
ment, nevertheless raise certain questions
which require careful analysis. The major
Facet of these relations relates to multiplicity
of districts of the same type within a small
territory.  To the extent that such districts
operate in a field where a State or the Fed-
eral Government has a basie responsibility,
factors here involved already have been dis-
cussed. Instances of district-to-district re-
lations are clearly evident in functions such
as fire proteetion, water supply, and sewer-
age disposal.  In one community the prob-
lem was described as follows:

An cxample of this can be scen in the face that
in the unincorporated area there are 26 fice districts,
Location of Are stations, for instance, is often de-
tertnined on the basis of service within the political
boundarics of the district, with little or mo atten-
fion given to service to other areas adjacent o the
chistrict, but Jocated in other fGre districts. No pos-
sibility for awtomatic distribution of equipment
between districts exists 50 that in districts where
rapid urbanization is taking place rural-type equip-
ment heonmes :l:lrplus,_ rather than bq‘:'ing shifted

to rural areas to another disteice. Such logical dis-

= Pubilic Law ET-528, 75 Stat. GEH.
® Senate bill . 1111, BBtk Cong.
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tribution would be possible if there were a county-
wide fire department.®

Similar situations exist in unincorporated
areas of many standard metropolitan sta-
tistical arcas, The adverse consequences of
the multiplicity of special districts of a given
type often is reduced because many contract
for services within an incorporated mumnici-
pality or with other districts.  Examples of
the former already have been mentioned.
An example of the latter is indicated by the
fact that in 1955 the Eugene Water and
Electric Board {a special district} sold 25
percent of its water to water districts in un-
incorporated arcas of the community.™
Finally, special districts of the same type in-
hibit efforts of district consolidation or an-
nexation which would provide more effec-
tive and more efficient service to the whole
area.™

A second type of interdistrict relations
concerns functions performed by two or
more different types of districts. Water
supply and sewage disposal are closely re-
lated and, in fact, often performed by a
multifunction single district. Where the
services are not performed by a single dis-
trict, problems of coordination often de-
velop. While there is probably a greater
degree of coterminous overlapping of indi-
vidual water and sewerage districts, this is
not the case between water supply and fire
protection districts.  Obviously, adequate
fire protection cannot be furnished without
the ready availability of adequate water.,

* Letter from Christecsen, Information CM8cer, Sacra-
menio County, Sepiember 1962, queted in ehid,, Scort and
Cliofizne pp. 16-1 1.

= fteid., Bareau of Municipal Research and Service, p.
43,

® Leagur af Weamen Voters of Colossda, Oeoperation
or Comfurion? Local Goverament in Codorads [1960),
and ehid., Pock, pp 160-184,
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E. Financial Relations

The importance of financial relationships
between special districts and units of gen-
eral government has been stated as follows;
Special districts do not create new  sources of
revenue,  Their fnancial sepport is drawn from
the same fiscal reservoir which supplies other local
governments, This reservoir is not inexhaustible;
the more governments that come to rely upon it,
the more competition there is for what revenue is
available. The net effect is the loss of financial
fexibility for all local governmients. ™

In some instances individual property
owners may well be subject 1o property taxes
by two or more governmental units for the
same service.”  Admittedly, this situation is
rare, but it does occur,  The extent to which
special districts and units of general govern-
ment compete for the same revenue source,
of course, varies significantly from State to
State and among the various types of dis-
tricts. The most obvious clash of interest
exists where districts are authorized to levy
property taxes or special assessments,  This
conflict becomes sharpest in those States
where property tax limitations apply to over-
lapping governmental units. Of course,
competition for revenues among govemn-
mental units and functions always exists.
However, the governing body of a unit of
general government must consider priorities
among competing demands, while the gov-
erning body of a special district usually can
ignore such considerations.

Special districts financed from user
charges present two additional types of fi-
nancial problems which must be considered.
The first, noted carlier, is the degree to

* f&id,, Falmar, p. B4, Ses ales Wyoming Taxpayers
Ausockation, Special Didrier Gocernmaent—With Pardicu-
Tar Refavemee fo Wypoming (Cheyenne: 1938, po 11,

" Mumicipal Annesation in Dregon: The Loan and Prog.
tice of Annexstion amd My Efect on Special Dhstricis;

Legal Bullotin Mo. 11 {Burcau of Municipal Fesearch,
Univerity of Onegon, 1962}, p. 10,



which such charges are subject to regulatory
review by an appropriate State agency.
The second relates to a recognition of the
fact that States and gencral local govern-
ments are constantly looking for new sources
of revenue. User charges, in some instances
perhaps, might be a valid revenue source for
other functions of government if the service
performed by the district were undertaken
by general government. Such possibilities
have been brought to public attention
recently when the State of New Jersey was
considering applving user charge revenues
of the New Jersey Turnpike Authority [not
classified as a special district by the Bureau
of the Census) for general State purposes.™

Many special districts receive revenuc in
excess of expenses.  In some instances these
revenues are carried as “net income” in
statements of financial activitics of such dis-
tricts.”® While the question of whether such
user charge facilities should be used to fi-
nance other functions of government is open
to political and economic dispute, if they are
not to be so used, there appears to be no valid
reason why user charges should produce
revenues significantly in excess of costs in-
curred by the special district.

E. Reporting of Special District Activities

Chapter I noted that special districts have
been called “a dark continent” of American
government despite the fact that all special
districts are created pursuant to the wishes
and desires of the people.  Elsewhere in the
report, it is noted that the public generally
pays little attention to the activities of
special districts once they have been created.
Perhaps the most important reasons for this

B Weekly Bomd Buyer, Feb. 10, 1964, p. 3.

" Pennsylvanda Departraent of Internal Affairs, Srari-
ticr for Water LNdities Tncluding Water Authoritiss i
Penniplvania, 1962 (Harrishurg: 19631, on po 5 indicages

“mrt bneome' of 232 municipal water authorities as 8.9
malbes in 1962,

situation is that special districts, onee
created, usually are free to go their own way.

The State follows a policy of creating these dis-
tricts and then wnoring them. It maintains o
record of their operations and finances and reqguires
o peports that would permit such a record.  Pres-
ently they form blind spofs in the information that
the Smate peeds o plan adequate services for it
decentraliznng  population, secure better equaliza-
tiom of tax burdens, and work for rehabilitation of
the economy, ™

The above reference to the Rhode Island
situation is by no means unigque. A Ken-
tucky report says: “Other local taxing dis-
tricts may be created for special purposes,
such as flood control or the erection and
maintenance of tubercular sanitaria.  How-
ever, it is almost impossible to secure a com-
plete list of them, and those for which rate
data are shown constitute only a small frac-
tion of the total in existence.™ *

A report of the Colorado Legislative
Couneil deseribes its efforts to secure infor-
mation on special districts in order w de-
velop a report to the Colorado General
Aszembly as follows:

The first step in the study was an attempt to com-
pile a complete inventory of existing special districts.
This proved to be a formidable task since there is
no one place where special district information is
collected, The assessed valuations, tax rates, and
budgets of all special districts are supposed 1o be
filed by the special districts with the State Tax Com-
missiod, bul this iz not always done, Members of
the Tax Commission staff felt that the reporting to
therms was incomplete,  There is also a statute which
requires irrigation districts to file annual reports
with the State In'ig.a.tim Clommumission, but this re-
guirement is largely ignored.™

Attempting to get complete information,
the Legislative Council then sent question-

 [had., Bisd, p. 30,

® Deparmment of Revenun, Kentueky Proferty Tawer,
1962 {Frapkfort, Ky.; 1962), p. 6. See also sbid., Wyo-
ming Taxpayers Amociation, p. 10,

= Legislative Council, Special Ditricts—Report fo fhe
Codorade General H:r.pd“}', Rescarch Publication Mo [h,
1955, pp. i-il
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naires to county assessors in each county of
the State and reported: “In many cases,
however, the assessor's office did not have
available to it the data with which to com-
plete the questionnaire,” ™

The Colorado example of a State’s inahbal-
ity to securc special district compliance with
statutes requiring reporting of certain infor-
mation is by no means unique. A New
Mexico study, after citing various statutes
enacted since 1947, requiring a State agency
review of special district budgets, reports:
“Efforts by the local government division to
enforce these provisions are either blandly
ignored or openly contested.”* “In no
case has the State exercised any function of
approval over special district bonds despite
the fact that there has been a law on the
statute books for many years creating a
special board to do just that.” ™  Summing
up the New Mexico situation, the report
Ay

Much of the detmiled information of the opera-
tions of the special districts 15 available only at the
local level, where a feld study of cach distnict s
demanded to provide the dala necessary for a com-
prehensive analysis of the districts” full impact on
state and local governmeent, Time and fscal limi-
tations have restricted this study to the state level **

= Ihid, p. 11,

™= I'bid., Folmar, p. 79.
= Phid,, p. TOL
 Fd,, p 3,

Some States, such as Pennsylvania and
California, have been highly successful in at
least insuring that pertinent special district
financial information is reported to an ap-
propriate State agency and that compil-
ations of such data are made available to
the general public. Certainly, there can
be little justification for the limited infor-
mation generally available concerning
special district activities.  Units of general
local government, such as citics, counties,
and towns which are much more visible to
the general public and whose governing
bodies must receive periodic public support,
are governed by a wealth of detailed statu-
tory requrements. Such  requirements
insure that their tasks are performed
efficiently and responsibly and that the
general public has available to it the infor-
mation necessary to evaluate performance of
assigned responsibilities. Certainly, less
should not be asked of special districts which
generally are not required te comply with
State imposcd personnel, purchasing, and
financial procedures, and where, often, their
governing bodies are not directly responsible
to the people. It would seem axiomatie
that the State and units of general local gov-
ernment should at least know of the exist-
ence of special districts and should receive
certain basic information relating to their
activitics,



Chapter VII
FACTORS INFLUENCING CREATION OF SPECIAL DISTRICTS

Obwviously numerous factors aflect the
political response of people of various areas
of the country to different governmental
problems. The potential for variation is
heightened by the fact that the basic politi-
cal framework within which governmental
problems are resolved 15 determuned by 50
“sovercign” States and the National Gov-
ernment.  In this light, it is not surprising
that numerous factors have been postulated
as influencing the creation of special
districts.

Clear analysis of these factors often en-
counters difficulty in distinguishing between
fact and fiction, or reason and rationaliza-
tion, Often, fact or reason in a given situa-
tion shade into fiction or rationalization
when generalizations are made. Circum-
vention of debt limitations for ereation of a
water district may be a fact in some situa-
tions, but when a unit of general local gov-
emment is authorized to issuc debt, not
chargeable against a constitutional or statu-
tory debt limit, to construct and operate user
charge facilities, this fact becomes a fiction.
Similarly, removal of politics from decisions
relating to a given service may, in some sit-
vations, be a valid reason for creating a
district. However, so long as powerful
community interests are concerned with
where, and when, sewer lines are extended
to an undeveloped area or an urban rencwal
project is located, this factor becomes a ra-
tionalization—paolitical decisions remain
political decisions whether made by a unit
of general government or a special district.

The discussion of each influencing factor
is made in the context of those situations
where they would be fact rather than fiction
and reason rather than rationalization,  An
objective analysis of the various influencing
factors on a national basis reveals that fic-
tion and rationalization dominate in many,
if not in most, instances where a single
factor can be quantified; i.e., debt and tax
limitations, limitations on the power of local
government, and removal from politics.
This doe=s not mean that these are not influ-
encing factors despite their lack of nation-
wide application.

A 1956 study of public authorities in New
York State listed the following factors as in-
Auencing their ereation:

Finarcral Rearons

{11 To finance public iImprovemnents without
resort to additional tases;

(2} To Rnance improvements through charges
upon the users thereof instead of upon the
general taxpaying public;

(31 To Anance improverents without con-
flict with constituitonal debt limitations;

M4 To secure additional revenues and greater
financial autonomy for certain activities
of regular State agencies;

(3] To take advantage of Federal loans and
grants;

(61 Tofinance improvements through revenue
bonds without earmarking taces;

(71 To facilitate the financing of enterprises
taken over from privale ownership.

Jururdictional Reasons
Administrative Reamons

(1) To remove the administration of enter-
prises from direct contrel by politically
responsible officials;
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(2} To provide a more fAexible administrative
instrurpent to manage a commercial-type
public enterprise ;

(3] Tofacilitate the transmission from private
to public operation of enterprises.’

The New York study group’s list 15 by no
means exclusive. Other studies include
most of those noted here, as well as some ad-
ditions.” The following analysis examines
various factors which tend to induce resort
to special districts. Careful attention must
be given to the pelitical climate in a particu-
lar community, as well as the legal basis on
which governments operate in a given State,
in attempting to evaluate the impact of any
of these factors. In evaluating the impor-
tance of a single factor or group of factors,
it is well to bear in mind the comment of
Charles R. Adrian: “The pattern of use for
the special district is a strange one, however,
seeming to depend on local customs and per-
haps the accident of the gradual accumula-
tion of rigid constitutional and stattory
restrictions controlling general governments
and discouraging the use of existing units for
newer services,” '

A. Financial Reasons

Financial factors which tend to encourage
creation of special districts fall into three
broad categories: (1) debt and tax limita-
tions on State and local government; {2)
financing services through service or user
charges as opposed to general tax revenues;
and (3) the broader financial base which
may be available to support a particular
service by resort to a speeial district.

An IMinois study eites the following,
among other reasons, as influencing the crea-
tion of special districts in Illinois: ™ . to
equalize the tax burden, others have been

' Ibid., Temporary State Commission on Coordination
of State Acifviizes, index, p. xxi.

f Ibid ., Bollens, pp. 5-1%; ibid,, Thrombley, pp. 12-18;
ibdd., Asel, pp, 3-7; and deid,, Folmar, pp, 312,

' Charles B Adran, Stale and Local Gavernmenti | Me-
Graw=Hill Book Co., 1960, p. 251,
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set up in order to permit borrowing or im-
position of tax levies beyond constitutional
or statutory limits already reached.”*
While debt and tax limitations on local gov-
ernment both tend to encourage the creation
of special districts, their impact on the type
of district encouraged differs widely.

Debt limitations tend to encourage the
the ereation of districts which require large
capital expenditures, since most units of
local government are not in a position to fi-
nance the eonstruction of large capital proj-
ects out of current tax revenues, This is
particularly important where the service
provided can be financed through use of
service charges without an increase in tax
rates. The service-charge concept can be
readily applied by sewer and water supply,
utility, and other districts requiring sub-
stantial capital expenditures in excess of
prevailing debt limits,

The impact of debt limitations on the
activities of local government has been di-
minished markedly in recent years because
of two considerations.  First, an increasing
number of States have authorized indebted-
ness outside constitutional and statutory debt
limits for “revenue producing operations.” °
Second, the continued increase in property
values, accompanied by efforts to relate as-
sessed  valuation more closely to market
value, has given local government greater
leeway to incur debt,

Tax rate limitations on local povernment
have a particular impact on those types of
services where operating costs are relatively
high. However, as was noted earlier, there
appears to be no relation between property
tax limitations and the incidence of special
districts,”

* Ibid., Snider, Steiner, and Langdon, p. 8. The repore
moes on te nobe that statutes avthorize counties o create

forest preserve districts coterminous with the county when

the 73-dent fax rate limat is reached in a particular coanty.
"Serch, 1V p 32,
* See ch. IV, pp. 31-32,



Inits report on strengthening the property
tax, this Commission pointed out that 88
percent of local tax revenues are derived
from the property tax, which, of course, tra-
ditionally has been the principal source of
revenue for local government.  Considering
the services rendered by local governments,
and how the services have expanded in the
past 20 years, it is not surprising that local
political leaders and citizens would seek
additional means for financing local govern-
mental services. A logical place to start 15
with operations which can be financed
through service charges.

Service charge financing has considerable
appeal, particularly where the administra-
tive entity undertaking the function can be
completely divorced from the general gov-
ernment structure,  First, it provides a type
of insurance for the property owner that his
tax rate will not be affected by expenditures
for the service invalved.  Second, it permits
the unit of general local government to dis-
regard the particular service in its regular
budget and in fixing the tax rates to finance
it. Finally, it often removes the operation
of the service and its justification from vari-
ous State budgetary reviews.”

B. Limitations on Powers of Local Govern-
ment and the Need for Services

Three general types of limitations on the
powers of local government have been dis-
cussed in chapter V, because it was thought
the incidence of special districts might be
related to such limitations,. These limita-
tions were: (1) strict construction of powers
granted local government; {2} inability of
local governments to cstablish differential
taxing areas within their boundaries; and
(3] lack of authority for local governments

* Bee, for example, Oregon Ch. 376, Session Laws, 1963,
which estahlishes standards and procedures for preparation

in adeninistrasion of budgets of cities, counties, and schools
tor port districts.
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to contract with each other or to undertake
joint responsibility for providing services.

While it has not been possible to isolate
the effect of such restrictions on the inci-
dence of special districts, it is generally
agreed that they have contributed to cre-
ation of the districts. Other restrictions
which tend to encourage the use of districts
mclude inadequate authority for consolida-
tion of existing units of government, difficult
procedures for municipal annexation, in-
adequate authority for county government
to perform service-type functions, and
limited authority for transfer of functions
between units of government.®

In essence, these restrictions are impedi-
ments to local action where the need for a
particular service does not coincide with the
territorial limits of individual units of gov-
ernment. The logical geographic service
area for water supply, sewerage disposal and
transportation in metropolitan arcas encom-
passes several units of general local govern-
ment, just as floed control and drainage do
in rural areas. In such cases the most ef-
fective and economical way of providing the
service would be to follow geographic rather
than pelitical boundaries.  Use of a special
district permits such a functional scrvice
area 1o be defined, usually by interested
parties, without regard to the boundaries
of existing units of general government,
Similarly, other services such as regional
park facilities or a public hospital generally
benefit residents of an area much broader
than an individual unit of general local
EOVETTIINEIL,

The need for a given service in a com-
munity where the unit of general local gov-
emment is not equipped to perform it
affects urban and rural communities equally,
though the reasons thercfor may be dif-
mh Commiulon on ITnergoevernmental Rela-

tions, Dipoernmend Struciure, Orpamization, and Plasnisg
= M:hdﬂﬁn]ﬂh Areas (19617, PR 19=31.
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ferent. For example, residents of a small
community in a large county want fire pro-
tection services. The homesites have wells
and septic tanks, as well as other utilities,
and there is consequently no need to in-
corporate into a municipality. However,
the county is unable to provide fire protec-
tion because it does not have the legal au-
thority or because it cannot establish
subordinate taxing areas. In this situation
the only recourse the residents may have is
to create a fire district.  Thus, a Wyoming
study reported that: “In Wyoming most of
the special districts formed and operated
have functioned primarily for the benefit of
farmers and ranchers in a capacity which
established governmental units were not
always prepared to perform, with the cost
being borne by those receiving the benefits
in most instances,” "

In the fringe areas of urban communitics,
the need for serviees comes irregularly.
Residents normally will want streets, sewer-
age disposal, water supply, and fire protec-
tion at different periods in the evolution of
the neighborhood. The difference in timing
discourages thoughts of annexation to the
core city or of incorporation. Where the
county is not equipped or authorized to pro-
vide the particular type of service within
the community, the only recourse may be the
creation of a districe,

In many instances the requirements for
county provision of a service or for annexa-
tion are more restrictive than for the crea-
tion of a special distriet. In Oregon, the
eounty is authorized to provide streets for a
given area upon petition of 70 percent of the
property owners on the street. Only a
ma jority vote is necessary at a special district
election to create a highway or street light-
ing district to provide similar service.™”

¥ Fbid., Wyoming Taxpayveri Asioebation, p. 10

* Pkid., Buream of Mumicipal Research and Service,
p. 13

6

C. Limitations Imposed by Existing Bound-
aries of Local Government

Limitations imposed by existing bound-
aries of units of general local government
relate closely to restrictions on loeal govern-
ment power, but are an independent influ-
encing factor. Two types of boundary
situations exist which influence the creation
of special districts. The first is where nu-
merous units of general local government
exist within the service area which is neces-
sary for the efficient and effective manage-
ment of the particular function. Second is
the problem created where the geographic
teatures of the area dictate the territorial
scope for the function. Geographic or
efficient service area requirements pay no
heed to the territorial boundaries of existing
units of general government. As to the
effect of boundary limitations in metropoli-
tan areas, Pock says: “It can hardly be
denied that metropolitan districts, by their
ahbility to straddle boundary lines, have been
successful in bringing about a horizonal in-
tegration of certain urban functions with
which they have been entrusted.”™ A
recent article discussing use of interstate
urban agencies says: “But, platitude or no,
air pollution and similar problems do not
stop at county or state lines, and some politi-
cal arrangements are going to have to be
made to cope with this fact.” "

The Illinois study cites one typical ex-
ample of a functional problem that cuts
across jurisdictional lines. The impact of
this factor on the administration of some 15
urban functions iz discussed at length in a
recent Commission report.™

" #hid., Pock, p. 7O,

" Sammue] K. Gove and Lowis Silvernasn, “Palitical Reg-
resciibation and Imterstate Urban Agencies,” Tlinads Gop-
ereriend, Woo 17 (Institute of Government and Public
Affairs: June 1963), p. 1.

¥ Advisory Commission on Intergovernmenial Relations,
Perfosmance of Lirben Fumctions: Local and Areswide
{1063,



. Palitical Facrors

Where a city is surrounded by small n-
corporated areas or by unincorporated arcas
in which a number of special districts al-
ready exist, and the county is unable or
unwilling to assume the responsibility for
providing a service, the alternatives avail-
able to the residents of the commumty are
a special district or major changes in the
structure of government. In such situa-
tions it is normally easicr to-create the spe-
cial district.  In many areas of the country,
the appropriate unit of general local govern-
ment has the authority either, as a county,
to assume the responsibility for providing
the particular service needed, or, as a munic-
ipality, to extend its territorial boundaries
to include those portions of its suburhs that
need urban services, Despite the existence
of thiz power, all too often the political
forces concerned are unwilling to assume
the responsibility, Thus, an Illinois study
concludes:

The multiplicity of local unite of government
and Illinois' large variety of special districts cut
ggnificantly inte the serice powers required by
Iinois cities and villages, The local governments
concerned with services which are not provided by
citics and villages (e, school districts, park dis-
tricts, sanifary districts] will not benefit from an
expansion of city and village home-rule powers,
The cities and villages themselves do not now agpear
to he anxious for an ﬂxpa.mlinn of povers wn the
service field, although we firmly oppose any lessen-

ing of such powers.'®

This is a stinging indictment of community
attitudes as reflected by the existing local
government power structure in all too many
States and localities,

u Ihid,, Bollens, pp. 11-12,

W e Municipal Leagee, Cormmdites on Flome Bale,
“The Home Bale Expericnce,” flineds Local Gapermment,
ed., Lods M. Pelehoudas {University of Illinogs, Institure
af Gm-.trnmn.l Afaira, 1960}, p. 35. See also éibid., Bol.
fens, ppo 8=k

Fundamental changes in the jurisdic-
tional lines of existing units of local govern-
ment obviously have political ramifications.
Similarly, if a unit of government is not
performing a given service for its residents,
the undertaking of that service will require
additional revenues which might incur the
displeasure of the residents of the commu-
nity. Both of these politically undesirable
alternatives are avoided when it is possible
to creatc a special district. For example,
an Oregon study refers to the creation of a
recreation district which included the eity
of Springheld, as well as outlying portions
of the community. The political forees in
Springfield were extremely intercsted in
creating a special district because it would
include a large industrial complex which
would be subject to the recreation distriet
tax. An earlier attempt to annex the area
had failed ™

E. Business Management—"No Politics"”

A number of functions performed by gov-
ernment today were performed by private
enterprise at one time.— While special dis-
tricts were utilized before government as-
sumed responsibility for a number of them
(e.g., housing, hospital, transportation, and
water supply |, many of the recently added
functions are ones for which service :hargr::-i
are casily determined and easy to justify.

[t is unnecessary to explore the reasons
why governments assume such functions.
It need only be pointed out that once it is
determined o finance a service through user
charges, many felt that the service should be
self-supporting.  The next logical step was
to diverce the service, more or less complete-
ly, from the political structure of the
COMIMUNItY.

It is argued that the service, if it is to be
self-supporting, must be conducted in a busi-

® fhid, Bureau of Municipal Resesrch and Service,
T
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nesslike manner. The agency providing it
must be able to draw from the “upper ex-
ecutive echelons” not available to general
government because, among other things,
“the functioning of the authority is not
hampered by the detailed and often ridicu-
lous statutory restrictions that bind regular
municipal officials.” "™ This theme 15 re-
peated over and over in the hterature.
Thus, in a report to the Governors' Confer-
ence, it was said: “. . . the need to secure
personnel competent in administration of a
‘business type’ of organization and the some-
what inflexible nature of a civil service sys-
tern, emphasize the desirability of a like
autonomy in personnel administration.” ™

A logical continuation of such arguments
i that responsibility for the function should
be removed from politics.  Tf this is not
done, political influence will play too big a
role in providing the service and individuals
will not share equally the benefits of the
particular service. The Department of
Internal Affairs of the State of Pennsylvania,
in a study of municipal authorities in that
State, noted :

While 3t s vue that municipalitics can and do
'imPl'.l:'iI.' wser charges, . . . . An Authority is in &
g-cnd Flm:iﬁnn f ITpROSe user charges because of its
freedom from popular political pressure and the
alsence of a “loyal oppostion” tradition.  Then,
ton, prople may accept Awthority tolls more readily
than a service charge or fee imposed by a munici-
pality. The idea that government services should
he frec; that is, tax supported, is strongly ingrained.
(_':n-n:n'lurml'g.'. an Authorty may be a deviee which
achiewvies user cost financing when it s Flll.'l-litil,'.a.”}'

i:|1|.|.'r|:l:hi|!r||.- for a mun'ﬂ:ipali.r:,r tov clep 50,1

T Harald F. Alderler, Averican Local (opernment and
Admininiration [New York: Maomillan Ce, 1956), p
A7l For exampde, resident requiremencs for officers andd
eplopers ol ity governmenie. See A Reporl of the
Munjripnl Hilr]m’\-rr Commissn, CGovernmenial Man-
power for Temorrow s Cittes [MNew York: MeGraw-Hill
Bock Co., Inc., [D62).

*Fkid,, The Counril of State Governmenis, p. 51

*ibid., Penmiylvanin Department of Internal Afairs,
e A

The argument for removal of the func-
tion from politics, particularly a function of
local government, is of unique interest”"
Since the start of the 20th century the city-
manager movement has been an important
factor influencing the organizational struc-
ture of lecal government.” In addition,
most city governing bodies now are elected
on a nonpartisan basiz.™ The movement
to remove two-party politics from local gov-
ernment has undoubtedly strengthened the
appeal of certain types of special districis
in those communities where elected execu-
tives and partisan ballots have been retained
and even where “pelitics have been
removed”  from  the operation of local
FOvVernment,

F. Public Acceptance of Special Districts

Political leaders of a community often are
not anxious to propose that genceral govern-
ment assume the additional burden of pro-
viding a service, Experience has shown
frequently that their judgment is correct
where the voters, faced with a referendum
to incur debt, or to provide an additional
tax levy for an expanded service, have voted
the proposition down. Yet, if an election
were held to create a special district to
undertake the function or service, the vote
often would be in the affirmative. As
stated in an Hlinois study
Frequently, the need for referendum approval of a

new tax levy is the death knell of a ceitical service
Spevial district develogrmeent has been sorncthing of

®Thas concept has also played an important role at the
maticmal bevel as applied fo numercas activities and has
cfien been o subject of great comtroversy.

= The most recent data indicate ihat 382 percemt of
010 of the 3,053 cities having a population greater than
5,000}, operated wnder dhe council-manager form of gov-
ernmeni,  The Moninipal Fear Bpok: 1563, Infemadsinal
City Managery Association (Chicagpo: 1963, p. 160

“The most recent data indicste that §3 percent of
2970 of the 3,083 chaea having a pepulaton greater than
5000 elected their governing bodies on A nonpartisan
basie. The Municipal ¥ear Boek: 1865, Iatermaticnal
City Managers' Asoriation [Chicaga: 193], po 163



a soporific in that a rejected levy for city park purs
poscs creates no excitement when it appears on the
tax bill as a rate for park district purposes.™

Public acceptance of special districts is
particularly high where the service to be
performed is financed through user charges.
Creation of the district permits the service
to be provided without its appearing to be
a specific burden on the taxpayer. Public
acceptance also is influenced by the pro-
visions of election laws pertaining to bonded
indebtedness, property tax levies, and crea-
tion of special districts. Property ownership
often is a qualification for voting in such
elections.  If the function is performed by a
unit of general local government, whether
service charges are used or not, the under-
lying support for the serviee would be the
property taxpayers. The property owner
may feel that by voting the service down as
a service to be provided by the unit of gen-
eral local government, he avoids a basic
liahility.

This rationale would not apply in con-
sidering special districts that are to be fi-
nanced from property tax levies or special
assessments.  Here public acceptance may
be based on the assumption that creating a
special district to provide fire protection
service, for example, may be the only alter-
native to incorporation or annexation and in
most instances less expensive than such a
solution. As Scott and Corzine said:

The creation of a district is often believed to be
a less expensive way of obtaining service than in-
corporation as a municipality or annexation to an
existing city. Thus there is a good deal less re-

sistance to the creation of a special district than to
municipal incorporation or annexation.™

;. Programs of Higher Levels of Govern-
iment

Approximately half the special districts
in the United States, as enumerated by the

= Ihid., Snider, Steiner, and Langdon, po 15
= Jbid., Scott and Corzine, p. 10,

Bureau of the Census, are operating in fields
in which the Federal Government is active,
Funetions performed by special districts for
which Federal grant programs are available
include urban-type functions such as library,
hospital, airport, parking, housing, and
sewerage disposal.  Federal programs also
affect all the major natural resource dis-
tricts—soil conservation, drainage, flood
eantrel, and irrigation. The impaet of
various Federal programs on the organiza-
tion and activities of units of general local
government in urban areas was the subject
of a recent Commission report.™

Today, most Federal programs do not
directly influence the creation of special dis-
tricts.  With some exceptions, Federal pro-
grams are not designed to encourage their
creation. Generally, Federal grants arc
made available to the State or a local unit
of general government for undertaking a
particular function. However, there have
been significant exceptions.

A report of the Council of State Govern-
ments to the Governors' Conference refers
to a 1934 letter by President Roosevelt, ad-
dressed to the 48 Governors:

. suggesting that in formulating programs for
the coming legislative sesssons they might consider
proposing legislation that would enable states and
municipalities to participate more fully in federal
public works. The President suggested two pos-
sible approaches: Cme was to enact legislation
authorizing existing governmental agencies to Bswe
revenue bonds to finance revenue-producing im-
provements; the other was the adoption of legis.
lation providing for the creation of new public
corporations  empowered o exercise
fumetions,

The Governors cooperated almost unanimoushy,
and the result was the widespread enactvent of
revenue bond legislation. By 1951 all except seven
states had some sort of authonizing statute.  In ad-
dithon many laws were passed establishing inde-

similar

= Advizary Commission om Imtergenvermmental Relations,
Impast of Federal Urban Developreent Programs on Loen!
Capernment Orpanizstion and Planning | January 1964 ).
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pendent Public Authorities, At least 19 states en-
gried statutes creating various Authorities for f-
nancing revenue-producing projects between 1933
and 1936

The present-day impact of Federal pro-
grams is more indirect and must be
considered in combination with other in-
fluencing factors, principally the lack of
authority of units of general local govern-
ment to assume certain functional responsi-
hilities, to enter into contracts with cach
other, or to participate in joint undertakings.
For instance, Federal funds are available
for construction of flood protection and
water eonservation facilities in small drain-
age basins®™  Such drainage basins usually
arc within a portion of a county or within
portions of two or more counties. Unless
the county is authorized to undertake the
function, the availability of Federal grant
funds will provide a strong stimulant for the
creation of special districts,

Use of special districts to obtain Federal
funds under certain grant programs, such
as the small watershed program, or the pol-
lution control program. had origins n
developments of the 1930 and 15940's.
Prior use of special districts in rural areas,
and authorities in urban areas, provided a
structure which could readily be used to take
advantage of the newer Federal programs.
Problems associated with a particular pro-
gram were nol colerminous with existing
government boundaries.  Frequently, it ap-
pears to have been more expedient to create
new districts or expand the functions of old
ones than to attempt to resolve political
questions associated with general govern-
ment participation in the programs.

Finally, some programs, as provided in
Federal law, were directed only to portions
of the problem, The small watershed pro-

= hid., The Council of Staie Governments, pp 26-27.

7 Wabershed Protection and Flosd Conteal Act, Public
Law 566, 83d Cong,, [1954; 60 Sear. Gih.

o)

gram deals with “small watersheds not ex-
ceeding two hundred and fifty thouwsand
acres” * and the original requirements of
the pollution control program were directed
toward small communities, regardless of the
extent w which the community was an
integrated portion of a larger arca.™ Such
Federal programs, while permitting units of
general local government to participate,
define the problem in a way which may
actually preclude such participation in many
instances,

States, of course, have contributed to the
birth of special districts by enacting ena-
bling legislation which permits either an
existing unit of general local government or
residents within their territories to create
special districts. Tt is apparent from the
foregoing that criticism of such legislation
cannot be directed solely at the State legisla-
tures,  But the State’s respensibility is per-
haps most apparent in instances where
special acts have been utilized to create in-
dividual special districts and where they are
resorted to because units of general loeal
government lack avthority to act.

H. Influence of Special-Interest Groups

Two types of special-interest groups in-
fluence the creation of special distriets.
One includes the professionals concerned
with the function involved. Professionals
may not be active workers in the particular
field, but may be publie-spirited eitizens who
are interested in a particular facet of gov-
Citizens or profes-
sionals interested in public parks, for in-
stance, may find it easier to secure the nec-

ernmental  services.

= Watershed Frotection and Flead Preventicn Act, Pab.
lic Law 566, 83d Cong., 1934, sec, 2 (16 UL.8.C. 1002).

= Federal Water Pollietlon Comtrod Act of 1956, Publir
Law G640, B34 Cong., 1956, 70 Stat. 502. Limited 1he
Fedegal share of construcilon costs to $250,000 or 3] prr-
cent of the project cost, whichever was bess,  This was
raised in 1961 1o $600,XKI0 or 30 pereest {Public Law
A7-B&, 33 RO, 46b6eib) ).



essary financial base to provide what they
consider an adequate park system if a spe-
cial district is created.  Creation of a dis-
trict removes park services from the vicissi-
tudes of the everyday policymaking proc-
esses of government by which the allocation
of resources among numerons functions is
decided.  Bollens says:

The desire for independenee 15 a further reason
for the creation of special districts,  People and
ETOUPS pOSsCRSINg 4 MAjor interest in one function
leequenily resist havingr the funetion allocated to an
eatablished general government or oven another
apecial district.™

When a special district is created, partic-
ularly if it possesses the power to tax, it has
access 1o financial resources that can be used
for no other purpase.  Frederick L. Bird, in
his study of special districts in Rhode Island,
said: *. . . , there tends to be considerable
expediency and self-interest in the promo-
tion of some special districts, and advocacy
sometimes comes from specialists in individ-
ual government functions who are not spe-
cialists in general government organization
and procedure.” " Citizen groups prob-
ably are especially susceptible to the concept
of special districts because of the way in
which they function. In many instances
the group will be most concerned with a par-
ticular service performed by government
rather than with the governmental process
as a whole, If they find inadequacies in
performance of the serviee with which they
are concerned, the logical recourse may be
a special district.

The influence of the functional profes-
sional ({specialist in a particular service
arca ] probably is present in most programs
where all three levels of government have a
responsibility for the service involved.  In
such instances, the special distriet deviee
permits the functional professional to bypass

* Tbid., Balbens, p. 10,
* fbid., Bird, p. 35

the normal governmental processes of at
least one, if not two or three, levels of
Hm’ffﬂmﬂl’]t.

The second type of special-interest group
influencing the use of special districts con-
sists of various individuals and enterprises
which stand to benefit ceonomically not enly
from creation of a district but from its per-
petuation,  This group includes attorneys,
bond counscls, equipment makers, engi-
neers, public acountants, and others.™ A
Pennsylvania study of municipal author-
ities mentions architects, engineers, bond
counsels, financial advisers, bank trustces,
and certified public accountants as being
closely connected with authorities early in
their creation, and says:

These prople are cxperts in their particelar fields
whe devote a considerable amount of time and
encrgy o e Authonry’s activigies,  Beeause of
thiz, they are frequently very influential in Awthorisy
alfairs, even though they do net have the legal right
to make decisions,™
A stucly of the organization of water supply
districts in the Portland, Oreg., area noted
that most of the districts “obtain profes-
sional advice and asistance by retaining an
engincer and an attorney, and a fow districts
have recently emploved public accountants,
Twenty-seven of the districts retain a rotal
of seven local engineers. Ome of these
engineers serves 13 districts, and another
serves 7. Thirty  districts  retain 19

LLE P

AtLOFEYS, . . . .

Similarly, private real estate developers
may beneht from creation of a special dis-
trict to finance construction of sewer or
water mains.  Such districts permit the cost
of the improvements to be spread out over

= Ibid., Bollens, pp. 14=15.

S Tbed., Penowylvania Depaciment of Ingernal Aflairs,
pp. 12013,

b ﬂrgu:ll:.urlm Jor Water Ditribuion i dke Porddand
Area, Bureaw ol MIIII.'H':FHI Resrarch and !;itrl.'ili‘tl Link-
veraity of Cregon in cooperation with the Leagee of Oee-
wan Countes | Febraary 19330, po 3350
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the life of the bonds issued for construction
of the improvements, rather than appear-
ing as a factor in the actual selling price of
a house.  Since most special districe legis-
lation has no requirements for minimum
population, arca, ctc., developers often can
get them created in order to facilitate the
sale of the houses they construct.™

The extent to which such interests have
influenced the use of special districts is difh-
cult to gage, Probably they are not a pre-
vailing influence where there is an alterna-
tive that is viewed favorably by the political
leaders of a community, But, certainly in
marginal situations, they might be able to
tip the balance of public opinion in favor of
a special district.

In some cases, a large industry in the com-
munity may be an intcrested party. The
Eugene-Springfield study cites an example
where a particular industry on the fringe of
an incorporated eity fought annexation to
the city when this was considered as a means
of solving a drainage problem. The only
alternative to annexation apparently was
the creation of a special district.  The in-
dustry offered to pay 50 percent of the
capital construction costs of the drainage
facilities if annexation were defeated and a
special district ereated.™

I. Miscellaneous Facrtors

Several other factors bear on the use of
some types of special districts.  Fire dis-
tricts provide an excellent example of a
unique consideration, Hiz;turi:;a]l}', evern in
cities, fire protection was provided largely by
volunteer companies.  As this séervice was
needed in nonmunicipal areas, the volunteer
company was utilized. When it became

" Frankhin M. Bridic, Merro Demoer: Wile-High Gan-
ernment | Bureaw of Municipal Research anad Service, Tnis
versity of Colorado, 1963), pp. 40-41

= Fbdd., Chregon Legislative Interim Camrmattes o Local
Government, p, 25,

62

necessary to establish a more proficient serv-
ice, the history of the volunteers, as well as
the community and social activities asso-
ciated with them, contributed to the crea-
tion of many of the present fire districts.™

The Port of New York Authority provides
another example of a speeial situation.
The States of New York and New Jersey,
aber facing difficulties in dealing with cer-
tain problems of the New York metropoli-
tan area, réached an agreement that was
satisfactory to the respective States and their
local communities. [t was embadied in an
mnterstate compact creating the Authority.
The actual success of the Authority in deal-
ing with some problems in the New York
metropolitan area was itself a factor in the
creation of a significant number of special
districts and authorities, not only in the New
York-New Jersey area but in other parts
of the Nation,™

Historic reasons, somewhat different from
those associated with fire districts, may play
a part in the creation of certain types of
special districts.  Thus, the land grant dis-
trict in New Mexico is a carryover of a
structure which existed under the Spanish
occupation of the territory,

I. Interstate Compacts—A Special Case

Although the Bureau of the Census in its
enumeration of special districts includes only
[l mnterstate compact agencies, chapter [T
indicates that there are many more such
agencies today, Considerations influencing
use of the interstate compact device are
unique.  In addition to the factors previ-
ously discussed, the basic nature of the
federal system would seem to require crea-
tion of an interstate compact agency where
the service area for a certain function crosses

™ Fbid., Abderfer, p. SHL
® fbad,, The Coundl of State Governments, pp. 2426,



State lines.™  As noted earlier, metropolitan
service areas and natural resource areas do
not follow the boundarics of units of general
local government nor do they follow State
beundarics,

Some measure of the problem is indicated
by the existing 30 interstate standard metro-

litan statistical arcas and the interstate
nature of the Nation's rivers and streams.
In such situations, often the only alternative
to the Federal Government assuming a large
degree of responsibility for problems in such
areas is an agreement among the States in-
volved. The States might enact identical
legislation in an attempt to deal with such
problems, but this approach has twe draw-
backs. First, the broad language of the In-
terstate Compact Clause of the Constitution
might well require congressional consent to

® Lee Richard H. Leach, “Intertate Authosities in the
Umited States,” 3 Law and Contemp. Frob, 666 { Autumn
1961 ], p. G54,

the arrangement.” Second, the problems
involved wsually are not transitory but re-
quire a permanent program of some kind.
Coneurrent legislation appears to be more
susceptible to the whims of the moment,
and, it is thought, does not provide the
necessary basis for a long-term operating
agency.

In summary, the reasons for special dis-
tricts are many. What led to their creation,
and what continues to give rise to more of
them, often can be determined only by eare-
ful study of the community where they exist.
It 15 clear that many of the influencing fac-
tors are interrelated and, perhaps most im-
portant, that 5State constitutional and
statutory restrictions on the powers of local
government not only provide an excuse for
resorting to the distriet device but strengthen
the appeal of its use.

" Comvtitwtion of the United States, el 3., s=c_ 10, art.

I, Sce Frrgrmrg v, Temnener, 148 U5, MK ( 1853), amd
ibid., Zimmerman and Wendell, pp. 1-7 and 40-44,



Chapter VIII
EVALUATION OF SPECIAL DISTRICTS AS A UNIT OF GOVERNMENT

The development of criteria against
which the use or effectiveness of special dis-
tricts may be evaluated depends to some
extent on the way in which districts are
viewed. For example, it is possible to de-
velop criteria based on each of the factors
which influence the ereation of special dis-
tricts in the context of the relative ad-
vantages or disadvantages of the district as
related to cach influencing factor.

If this appreach were taken, one criterion
might be: Is it possible to remove the func-
tion performed by the district from polities?
However, such a eriterion, while perhaps
valid in a general discustion of whether a
particular district should be created, is in
itself not a legitimate criterion for evaluat-
ing special districts where one’s concern is
confined to the impact of special distriets
upon the form and structure of government.
While a broad range of measurement would
be of value, the eriteria developed in this
report are based primarily on the impact of
varipus factors upon intergovernmental re-
lations. This is only logical in light of the
Commission’s statutory responsibilities,

In applying the eriteria, it should be
borne in mind that the essential ingredient,
before any influence is brought to bear for
creating a district, is that the people of a
community want a service.  Admittedly,
the desire for a particular service may be
stimulated by an interest group, another
level of government, or a variety of sources;
but, generally speaking, no district is created
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without the people first expressing a desire
for a service that the district will perform.”

The Commission believes, of course, that
government must be responsive to the needs
and expressed desires of the people.  Since
the desire for a service has been, and 15, the
underlying reason for creating special dis-
tricts, criteria for evaluating existing or pro-
posed districts should not be directed toward
eliminating the governmental service for
which they were created.  On the contrary,
they should be directed toward the most ef-
fective means for mecting the need for
services.  Finally, the criteria should be
usable for determining whether a district
should be consolidated with other districts
ot dissolved and its functions assumed by an
existing unit of general government,

A. Criteria for Evaluating Existing or Pro-
posed Special Districts

1. Effective Performance of the Service
Tnvolved

The first question that must be asked
about a special district is whether it is an
effective agency for providing the service
involved. This question has three aspects,
First, is the service itself susceptible of being
handled by a district? Second, what is the
relationship of the service area of the district
m rxieplians 1o this generalization,  Sec Gali-
fornia Assembly Interdm Comenirpes on Municipal and
County Government, Tramrceript of Proceedings om Fade-

Pendent §peciol Dastrictr Lfsed in Land Decelopmaent Srfu-
atioai {Los Angedes: Sep, 24-5, 19620, and oh. ¥II,



to a logical service arca for the particular
function? Third, what is the degree to
which the service involved relates to serv-
ices performed by existing units of govern-
ment? *

Effective performance depends on various
things, such as the degree of technical skill
required to perform the service, the nature
of the demand for the serviece, and the finan-
cial and political resources of the commu-
nity. Effective performance of a service is
relatively easy to evaluate, For example,
a hospital district should be large enough
to support a competent medical staff con-
sistent with the needs of the community. A
library district should be large enough to
permit utilization of a minimum number of
books. Obviously, the criterion of “effec-
tiveness” demands Aexibility in its applica-
tion. A satisfactory number of books for
a large city library might overwhelm a
rural or small suburban library. Similar
Hexibility is needed when evaluating other
types of services.

Is the scrvice arca of the district appropri-
ate for the service to be provided? This
factor, as with the previous one, would not
preclude resort to special districts in most
instances, Tts primary limitation would be
in those situations where the proposed dis-
trict would occupy only a portion of the logi-
cal service area for the particular function.
A proposed sewerage district that would oc-
cupy only a portion of a drainage or sub-
drainage basin would not be an appropriate
area if there were necd for sewerage dis-
posal services in other portions of the sub-
basin or basin. It is often extremely diffi-
cult to make this type of evaluation for those
services that do not have to follow logical
geographic boundarics.

"Far amalysis of the lasé 2 Factors as applied 1o 15 gov-
enment functions, e idd., Advisory Commistion an
Intergovernmental Relations, “Peclormance of Udbas
Functions.™

The third aspect of effective performance
of service is the extent to which the function
undertaken by the district relies upon, or is
integrated with, the activities of units of
general government or the activities of other
special districts,  Special districts develop-
g port facilities or undertaking housing
and urban renewal functions rely heavily on
the services of other units of government.
Such functions require close coordination
with functions such as fire and police pro-
tection, transportation facilities, schools, and
public health service, responsibilities of
other units of government.  Similarly, activ-
ities of natural resource and water supply
districts impinge on statewide resource de-
velopment programs, Where district activi-
ties are closely related to the activities of
existing units of general government, and
where the nature of the service does not
dictate that it eccupy a jurisdictional area
other than one of an existing unit of general
local government, the justification for crea-
tion of a district wanes considerably.

2. Economy in Providing the Service

The cconomic criterion against which
special districts must be evaluated consists
of two Factors.  The first relates to the basic
operations of the district, and the second
relates to the extent o which district activi-
ties are integrated with the activitics of other
units of government in the area within which
the district operates.  In its report entitled
“Performance of Urban Functions: Local
and Arcawide,” the Commission discussed
the first factor at length.'  In essence, such
considerations are designed to see that “eco-
nomies of scale™ are available to the unit of
governmeni providing the service.  An ex-
ample of its application is cited in a recent
Colorade study. In discussing sewerage
facilities, it sand ;

*Ibid., pp. 42-90,



The cost of operating existing small plants pro-
viding inadequate treatment is far higher than it
would be for a large svstemn of consolidated treat-
ment plants. The average operating cost to an
individual family in the small districts is estimated
at $40 per year. Comparatively, the actual cost
of operating large-scale plants is only one-quarter
to one-third the cost of operating a small plant. A
professional engineering feasibility study in 1937
showed a per capita cost of treatment ranging from
¢ ee 8350 a vear”

Naturally, a small district providing an
individual service may be operated in a
highly efficient manner despite the fact that
the per capita cost of providing the service is
extremnely high. Thiz suggests alternate
ways in which economic efficiency of a dis-
trict might be evaluated. One would be 1o
determine whether the district, considering
its size and the service rendered, is providing
the service cconomically, The second al-
ternative would relate the economy and
efficiency of providing the service by single
small districts or by multiple districts to the
cost of providing the service by a single unit
covering the whole community.  The econ-
omy of scale factor often suggests large
special districts.

A second economy factor relates to the de-
gree to which administrative or manage-
ment type functions are duplicated within
the same area. A New Mexico special
district study says:

Their insistence upon independent operation
forfeits the benefits of modern  administrative
techniques such as centralized purchasing, proper
budgeting practices and intelligent personnel man-
agement,”

A Pennsylvania report says:
The gains attribued to Authorites in this feld

have been obtained at the cost of an increase in top
rchelon persomnel. A school Authority board plus
"Ihid., Leagae of Women Vobers of Colorada, “Part
" p 2.
* I'kid., Folmar, p. 86.
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a solicitor and other advisers exist in addition to
the rgularly elected school board and its staff,?
Scott and Corzine point out inefficiency in
election matters when they note that in the
San Francisco Bay area, despite the mul-
tiplicity of overlapping districts, elections
for fire, sanitary, water, and public utility
districts arc held at different times.*

A final example of the type of inefficiency
and duplicated cost relates to those districts
having authority to levy property taxes or
special assessments.  In Connecticut, dis-
trict taxes are levied at times different from
the levy date for town taxes and districts
within the same town normally collect their
taxes on different dates” While the Con-
necticut practice gives the residents of the
community a better opportunity to know the
effective tax rates of special districts, it in-
volves significant added costs which could be
eliminated if a unit of general local govern-
ment provided the tax billing service for the
district and mailed all tax bills at the same
time, :

Finally, the economy factor requires con-
sideration of the cost at which districts can
borrow money for capital construction.
The impact here is generally in terms of
revenue bond financing, contrasted with
general obligation bond financing.” Reve-
nue bond financing, which must be used by
some districts, is more costly than general
obligation bond financing. But while most
large districts rely on revenue bond financ-
ing to obtain funds for capital construction,
units of general government also use such
financing to a great extent.  In addition, the
multiplicity of bend offerings in a given
community due to the existence of numerous

T Ihid., Pennsylvanla Deparement of Internad Affain, @
i Mt at i 2

* Information KHelative 1o the Anepmend and Collechion
of Taxes, 1961, Pub, Doc, 48, Taxation Doc. 343, State of

Comnesegicut, 1962, pp, 87-117.
® Far peneral discussion, see ch. 'V, pp. 50=51.



districts_can_increase administrative costs
and often result -inhigher total interest
charges,

3. Political Responmveness

Political responsiveness of special districts
is a criterion which may be measured in two
ways. First, the degree towhich the citizens
of the district participate in its affairs; and
secomd, the extent to which a district fulfills
the need for services.  Maost governmental
units classified as special districts by the
Cersps Burean are poverned by clected
boards of directors,  Many derive revenue
from property taxes or special assessments.

However, available data do not speak
highly for the degree of public participation
in gpecial district activities.  An Oregon re-
port states that turnout at special district
clections is abwout 10-percent of the cligible
vote; whereas turnout for Natonal, State,
county, and city elections ranges from 50 10
80 percent, The report cites such instances
as: rejection of a new tax basc for a district
by a vote of 31 to 32 approval of a § 106,000
bond issue by a vote of 8 to 2 authority 1o
exceed a district tax limit base approved by
a vote of 15 to 2-in one instance; and by a
vt of 30 to 6 in anothier; and a contested
election for a special districe governing hody
where the incumbent was reelected by avote
of § to 6. Similarly, Scott and Corzine
note that in the San Francisco Bay area,
median voter tomout at special district elecs
tions was 27 percent, compared to 67 per-
cent at county clections and 453 percent at
city rlections."™

Perhaps an even more damaging indict-
ment is the degree to which scheduled elee-
tions for district governing bodies must be
canceled.  The secretary of one district in
Califormia said:

M Report of the Legwslative Tnterim Cammies on Lo
cal Gosernment, Melropelitan and Uiben Area Proklems

in Crrepon, Stare of Cregon, FI965 po E5
Y ikid,, Scon and Corzine, p. 2.

Iri thee last 13 years there have only been fwo

clectiong in this districk .. only cne cammissoner
it on the board because he was elected by the peo-
ple. The remainder have been appointed or re-
appointed by the board of supervisors because
nobdy cared encugh to contest their chairs?
Ini the G-year period, 1956 to 1962, 62 sani-
tary and 121 fire protection district elections
for district directors were canceled in the
San Francisco Bay area. This was far more
than the number of district elections actually
held during the period.™

The problem of voter turnout at special
district_elections raises some difficult ques-
tions, One argument for creating special
districts is “grassroots control” of the service
to be performed.  Yet, one can question the
degree of grassroots control that exists in the
light of sparse voting cited above

Lack of voter interest is probably the re-
sult of several factors.  Meetings of district
governing bodics and actual district elee-
tions —generally —receive —little — publicity,
There is little voter awareness of the signifi-
cance of district elections because, in most
instances, voters do not consider —districts
separate and distinct from general local gov-
ermment, — The Colorade League of Women
Voters says:

While oneof the theoretical advantages of the
special district 5 ity accountabilfity o the local elec-
torate, the existence of overlapping special districes
- anarea may make it almest impossible for the
conscientions citizen o inform himsell and vote
imtelligenty in the elections of all the governmental
ugtits wheel affect hirn, — As a citizen of the federal,
state, and cownly goverupents and the school dis-
erict, he has specific demands on his time and atien-
tion.  He may alsa need to inform himself of the
qualificatons of candidates for directorships of a
sanitation; —water,—fire—protection; —and - recreation
district, which rmay be-holding elertions at several
different times during the year.  FThere may alss
e specinlh vlections for bond issues inseveral of then,

Ik, p. 3, quoting From the San Hafael Tadependent
Fournal, Sept: 10,1562
B pkid,, p.- 3,
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This situation obviously has a deleterious efect on
citizen responsibility, ™

It may well be argued that low voter
turnout at district elections is indicative of
the fact that districts are actually meeting,
in a highly satisfactory manner, the needs of
citizens to whom they provide services.
This is undoubtedly true to an extent, but
experience has also shown that it is difficult
for the citizen to obtain information neces-
sary to evaluate the cffectiveness of special
districts. This often is complicated further
because it is cormmon to think of govern-
mental services and functions as a unit and
not to separate them according to the vari-
ous legal entities that provide separate
services,

Mecting the needs and desires of the peo-
ple and meeting them in the most effective
and appropriate manner are two different
questions, This is true whether a district
is governed by a popularly elected or an ap-
pointed  governing body. A New York
study says:

It would appear proper to require all public utility

authoritkes which are not subject 1o the Public Serv-
ice Commisston or other control bodies to hold
public hrearings before raising rates or permanently
terminating scevices, 1 he fact that a wtility enter-
prise & publicly owned and is operated by a public
anthority does not necessarily insure that the public
interest is secure, '
While the New York report discusses public
authorities which are not included as special
districts by the Burcau of the Census, it
clearly points 1o a problem that must be con-
gidered in the context of responsiveness of
“monopolistic’’ districts which perform serv-
ices financed by user charges. This might
include toll road and bridge, sewerage dis-
posal, water supply, irrigation, utility, port
and airport districts.

™ fbid,, League ol Waomer Voters of Colorado, “Lacal
Governaments in Colorade,” po 400

* Fbid., Temporary State Commission on Coordinating
State Activities, p. 518
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Special districts financed through user
charges present special problems under the
responsiveness criterion.  Not only are their
governing bodies often not elected, but
usually voter approval is not required when
they incur debt.  In such situations, a trust
indenture or bond resolution, pursuant to
which the bonds are issued, often governs
the rates which such districts may charge for
their services,

4, Fragmentation of Covernmental and
Political Responnbility

Profusion of special districts within an
area results in fragmentation of govern-
mental and political responsibility.  This is
particularly true where the governing body
of the district is popularly elected. The
degree of fragmentation of governmental
responsibility also is a function of the extent
to which district activities are integrated
with the activities of the units of general
lecal government within the area. The
more autonomous the districe is the greater
the resulting fragmentation.

The impact of various types of districts
on fragmentation of governmental and
palitical responsibility differs significantly.
Hospital, cemetery, and library districts
undoubtedly contribute little to such frag-
mentation, The impact of other types of
districts on fragmentation is often a func-
tion of the degree to which State Taw re-
quires coordination between the activitics
of special districts and general government.

Two types of fragmentation may be pres-
ent in a given situation. The first is deter-
mined by the number of different types of
functions performed by special districts.
A given community might be within the
territorial boundaries of as many as six or
eight or more special districts.  The second
type of fragmentation is a function of the
number of districts of a given type in a
larger community.



The two types of fragmentation present
different problems.  Multiplicity of types
of districts results in serious political and
governmental problems.  In discussing this
problem, Mayor Beverley Briley said:

We began to develop the satellite cities, the utility
districe, and special authorities for the purpose of
performing single and individual functions of local
povernment without a responsibility for the total
public service needed by all people and without a
concorda of opinien. We did not develop a fotal
local gevernment that had a concern about all the
services necessary for modern living on the part of
its citizenship and the total economy of its people.’?
The League of Women Voters of Colorado
said:

Ome of the greatest disadvantages is that emphasis
on the piecemeal service-by-service solution of prob-
lems tends to divide the asea along functional hines
rather than to achieve a coordinated approach to
the total complex of problems. This s particularly

true when districts are single-purpose and a new
district is created for provision of each service®

The New York study says:

It does not appear to be wise policy to encourage
the fractionalization of local government through
the creation of public authorities wholly within one
municipality if that municipality under law can
finance the undertaking through revenue bonds™

Fragmentation of government in a given
area prevents, or at least makes difficuly, ef-
fective coordination of all government ac-
tivities. In many instances it prevents the
general public from making effective alloca-
tion of public financial resources at any given
moment. Since each type of special district
may have unlimited use of a given source of
revenue, no cifcctive means 13 available to
the general public to make a determination
as to how total public funds shall be allocated
among the various governmental functions.
mlﬂ:ﬂ_ Mavor, Mashville-Davidson County,
speech hefore the Bhode Island Public Expenditures Coans-
«il, Oct. 28, 1963.

W [Bid,, League of Women Voders of Colorade, " Part
" 35

" Ibid., Temporary State Commizmson on Coordinating
Beane Activities, p, 548,

Multiplicity of a single type of special dis-
trict in a community can present similar
problems. This situation often requires an
unreasonably high expenditure of public
funds for that service because of multiple
administrative units and inefficient location
of capital facilities. It generally tends to
increase the cost of performance of the in-
dividual service to all residents within the
various districts. In addition, activities of
an upstream drainage distriet ean signifi-
cantly affect the activities of a similar down-
strcam  function, just as an upstream
sewerage district can seriously affect water
pollution problems of a downstream com-
munity. In some of these matters, States
are beginning to take an active role in in-
suring functional coordination of certain
types of district and local government aetivi-
ties. With respect to others, there is
presently no means of insuring proper
coordination.

Problems associated with numerous dis-
tricts of the same type in an area are intensi-
fied because it is extremely difficult to
consolidate districts or for units of general
local government to assume responsibility
for district functions, Often effective co-
ordination of functional types of districts is
achicved because many special districts do
not perform actual operating functions.
They are merely financing units which con-
tract with another district or unit of gen-
eral local government for a service. Most
Pennsylvania authoritics are of this type,
and many special districts in metropolitan
areas do not engage in operational activities,

Districts of the latter type, with little or
no operating responsibilities, often are
created to guarantee a unit of general local
government or an operating special district,
the financial resources pursuant to which a
service will be provided. The extent to
which fragmentation is minimized because
special districts contract with other units of
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government can only be determined by de-
tailed study of individual situations,

5. Perpetuation of Existing Governmental
Structure

It is well recognized that the existing
structure of local government is in need of
careful recvaluation.®™  Omne study coms-
menting on the present Oregon situation
says:

Withowt improvements in structure there is-little
hope of effective tocal action to-meet mounting
urban probiems*

Existing and proposed distriets must be
evaluated in terms of their effect on the
ability of government to react to changing
STTALIOTIS.

Special districes are resorted to primarily
because existing units of guvernment are un-
able or unwilling to provide services re-
quired by the people at the tme they
require them.  Certainly, in some instances
a municipality would be willing to annex the
territory of the proposed district but the
people of the territory want something less
than annexation. —In—various —situations

where proposals to create districts are being
considered, the impact that the creation of
the district would have on the ability of the
area to meet futore needs is not eonsidered.
Special districts—

.. hawe, in_fact, sometimes _been the SOmEry
obstacle to municipal incorporation or annexation.
Sanitary districts and hre  protection  districss,
especiatly-have-sometimes - prevented-or-hindered
municipaiities —from extending —therr—boundaries
logically.Such districts, actively operatng from
the outkrs of & ciby, will often el annexatiog
ar hmﬁ:pnr.a.ﬂnn movermenls which threaten theis
existence.  Chuce an arca has its water, sewer and
fire problems solved, it i Likely 1o ignore the less

" Bee ibid., Advisory Commission on Intergovermmental
Helatioms, "Governmental Stoacture,” “Hestriciions on
Seraetune,™ ansh " Performance of Birban Fanctions: "

T Thid, Oregon Report of the Legislative Interion Cain-
mitsee oo Local Government, po
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obviows advantages of annexing toa nearby munici:
pakity®
The same report notes that annexation or
consolidation is made difficult by the de-
velopment of special interest groups around
the particular special district and the fact
that dissolution of a special district often
requires extraordinary majorities whereby
creation s accomplished by a simple major-
ity vote,™

It was once thought that special districts
would provide an answer to metropolitan
problems; but the history of special districts
over the past 10 years does not support this
conclusion. The boundaries of special dis-
tricts generally are not extended to kecp up
with the expansion of the particular prob-
lem, nor are the number of services they are
asked to perform expanded so that they be-
comé truly units of general government.

Notv only de special  districes hinder
structural reorganization of local povern-
ment, but they often hamper efforis 1o
implement programs of statewide concern.
The nature of the impact of special districis
on statewide programs is somewhat different
from the nature of their impact on units of
general local povernment,  Distreiets often
arc active before a State program is devel-
oped. — Insuchsituations, the State possesses
the legal authority to determine the role of
special districts, whereas local government
pencralty docs not,

B. Applicarion of Criteria

If the five foregoing criteria for evaluat-
e special districts were determinative of
whether a district was to be formed, there
wonld be Few districts in the Tlnited States,
While many districts fullill their responsi-
hility for effective and cconomical performs-
ance of a service within their boundaries,
the very torritorial limits of a district often

B rbid., Scott-and Corzine, -
|17 1



prohibit its providing the most effective and
economical service.  This is most apparent
in those communitics where numerous
special districts of the same type are utilized.

The same problem is presented where
various special districts overlap. Here,
inefhiciency is the result of duplicate admin-
istrative organization for each district and
inadequate eoordination of total govern-
mental activities.

The responsiveness criterion is difficult o
evaluate properly. It could well be argued
that special districts are performing the
kind of service the people want and for that
reason voter turnout is small ar district elec-
tions. Conversely, if a value of special dis-
tricts lics with the concept of “grassroots
demoeracy,” poor voter turnout is an indica-
tion that they do not meet the standards
of such “grassroots democracy.”

The last two criteria, fragmentation of
governmental and political responsibility
and flexibility of structural organization,
would militate against utilization of special
districts in most circumstances,

Were the criteria herein developed to be
applied to special districts, 1t would be ex-
tremely difficult to justify the use of most of
them.  Consequently, if it is assumed that
districts do provide a valuable service and
that the people of a community do want
districts to provide certain services, some-
thing more is required.

Additional requirements are not in the
nature of criteria because the critenia herein
developed are the only logical ones for
evaluating  intergovernmental aspects of
special district activities. The additional
steps necessary are to develop procedures
wherein existing or proposed special dis-
tricts could, in fact, justify their existence in
terms of these eriteria.  This would require
substantial changes in the substantive law
of special districts in most States. Such
changes should insure that information re-

To8-0B0 OB i)

lating to district activities is available, both
to the general public and to units of general
government. It would require that rela-
tively simple procedures be developed for
the dissolution and consolidation of existing
special districts. Tt would require that
units of general government be authorized
to Imposc certain restrictions on the activi-
ties of special districts,

In considering special districts within the
basic structure of government in the United
States, it must be recognized that other de-
vices uswally arc available to achieve the
purpase for which districts are ereated.
The State or units of general local govern-
ment often can provide the service per-
formmed h}' a special distriet in a manner not
disruptive of intergovernmental relations,
The availability of these methods is indi-
cated by the number of governmental units
which the Bureau of the Census classifies as
subordinate agEHtiEs or areas.  Soch units
are in existence in every State and generally
are subject to the control of an appropriate
unit of State or general local government,™

Every function undertaken by special dis-
tricts in the United States is performed by
subordinate governmental agencies or areas
in-a significant number of States, Often,
such agencies exist side by side with special
districts in an individual State and perform
the same service.  In addition, the Burcau
of the Census lists some 5,223 “county subor-
dinate “special taxing arcas’ ™ in the United
States,”  Ironmically, California, Oregon,
[llinois, Texas, and Washington, with large
numbers of special districts, authorize the
use of such areas. Of these States, only
California has used this device extensively.
Other States—Maryland, Arizona, Towa,
and Louwsiana—have uwsed the county
subordinate special taxing area as a means of
avoiding resort to special districts,

——
 [bid., "Census of Governments: 1962, pp. 243-371
= fbid., pp. 201-243
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Chapter 1X
CONCLUSIONS AND RECOMMENDATIONS

The Commission has been impressed by
the variety of definitions of special districts
found inthe literature, — The range extends
frombocal-fire districts with- independently
elected directors possessing relatively un-
restricted Onancial and program powers to
the statewide anthority with-an ex officio
board possessing limited discrefionary au-
thority within s sphere of operation.—The
variery is understandable becanse of the di-
versity of ways in which the several States
and numerous communities have responded
o individual problems and the difficulry of
selting meaningful classificagions For stats-
tical purposes.

In light of this diversity, it is essential that
a concept of specizl districts be staved for
purposes of interprening and - applymg - the
conclusions and recommendations which
fetlow,—Exeluded —are —sehool —distriets;
whichconstitate aseparate problemof inter=
governmental relations, and 5|:.1:.'1:i-a11 diztricis
which —are statewide —in—operation:—The
tatrer—are authorized by individual State
enactments which-must be acceptable to-a
maority of bothhouses-of - State-fegisha-
fure and a Governor. [tis a relatively easy
matter for such districts to be dissolved and
rereral —government —control—over —their
activities s easy to maintain.

Special districts created pursuant toanter-
state compacts; ivolving matters of State
ratherthan local concern, are also exchded
from the scope of the recommendations.
Agencies of this tvpe usuallv are created o
find solurions to regional problems.— They

are concerned-with- matters affecting nu-
mierous communities and that often affect a
national interest,

Finally, housing and-urban renewal dis-
tricts are excluded from the scope of the
recominendations made herein, Thisexclu-
st s mache for several teasons,— First, Fed-
eral statutes and administrative regulations
which permit these districts to recerve Fed-
eral funds or ohtain Federal loans require
close conrdination of their actpvitics with the
unit —of peneral-local government within
which they operate, Tnoalmose all instances
they are cotermincus with the territorial
boundaries of aunit of generallocal govern=
ment. Their governing bodies arc 0 ofic
way or another directly responsible ta the
roverning body of the cotermimons umit of
general local government. Finally, boih
State —amd Federal legislation —governing
their operations tend o insore that these
districts Function in a manner not contradic-
tory to-the recommendations made herein:

With these exceptions, every legal goverm:
rentil entity which has amhorty to obtain
money— by levying property taxes or other
taxes or special asscssments, or by chargifig
fees for che service o renders and whose
budget does not-have to-beapproved by a
unirof general governmient s considered 1o
ke a special district for purposes of the find-
irgs-and recommendations set-forth-below.

Inm—eartier reports the Commission has
made recommendations which would, if
effcctuated, greatly mimmize the impact of
many factors which have been influcntial

T3



stimulating the growth of special districts,
Previous Commission reports have urged the
provision of general home rule authority 1o
cities and counties, the removal of State-
imposed debt and tax limitations upon local
government, and have sugeested that
counties be permitted to establish service
areas within portions of the county. The
Commission also has urged authorization
and use of various forms of intergovern-
mental cooperation in order that cities and
countics and other units of general local gov-
ernment can contract or otherwise arrange
among themselves to provide services and
resolve problems which are not limited to
the territorial boundaries of the individual
units. Finally, with regard to Federal pro-
grams affecting wrban development, the
Commission has recommended  recently
that units of general local government be
eligible to participate in such programs on
the same basis as special districts and, other
factors being equal, that they be favored
as recipients of Federal aid, In that report
the Commission recommended that when a
special district participates in a Federal
program, the district be charged with re-
sponsibility for properly coordinating its
activities with those of the appropriate unit
of general government. (Recommenda-
tions in other Commission reports which
relate to special  districts  appear in
app. B.}

The Commission finds that the ereation of
special districts is generally the result of the
necd to: (1) provide an essential service
when resort to regular governmental proc-
esses has failed wo produce an acceprable
means of providing the service through
existing units of general local government
(i.e., counties, cities, or towns); or [2)
otherwise meet a particular local govern-
mental or political problem,

The various State constitutional and
statutory restrictions on the powers of gen-
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eral local government have contributed to
the creation of special districts because they
limit the scope of action available to general
local government in responding to the needs
of the people.  Even where such limitations
are not present, general government, for
many reasons, often has been unable to find
an acceptable political means of responding
readily 1o public needs.  In such an atmos-
phere, citizen groups press for the creation
of special districts because this device pro-
vides a relatively easy and direct means of
satisfying a particular service need.

For example, when septic tanks no longer
function, where floods ocour, or when homes
burn because the firefighting equipment had
ne source of water, the people demand—
and per—immediate action—often by re-
sort to special distriets.

In general, the public appears to be satis-
ficel with services received from special dis-
tricts and, by and large, the districts have
resolved the problems which spawned them
and have met the demands for public serv-
ices in an adequate fashion. Such a con-
clusion is not based upon an evaluation of
the overall desirability of the district device
or of the relative efficiency of the particular
service provided by special districts, nor does
it consider their impact on the operations of
units of general government,

The Commission subscribes fully to the
concept that all levels of government must
be responsive to the needs of the people;
therefore, use of special districts is entirely
justified as a means of meeting these necds
if the units of general government do not or
cannot respond.  Nevertheless, the estabe-
hshment of special districts creates intergow-
ernmental problems and is frequently an
uneconomical means of providing services,
Perbaps most important, their uwse has
tended to distort the political processes
through which the competing demands for
the local revenue dollar are evaluated and



balanced. The Commission believes that
this distortion has hampered the cffective
coordination of local povernmental services
as a whole,

The multiplicity of special districts often
prevents the citizen from knowing exactly
what is going on in his community. Fre-
guently, no unit of general government
within a State or a locality is fully aware of
the various aspects of special district activ-
ity. The programs of many districts appear
to be completely independent from, and
uncoordinated with, similar programs of
general government.

The Commission also finds that in many,
if not most, instances special districts in-
crease the cost of governmental services,
Services often are performed uneconom-
ically, There is duplication of administra-
tive burdens, and costs of borrowing for
capital construction due te heavy use of
revenue bond financing olten are excessively
high.

In the light of the Commission's approach
to government, and after an analysis of the
historic and current role of special districts,
it is apparent that many have outlived their
usefulness; that many statutes permitting
the creation of districts decades ago are of
questionable value today; and that steps
should be taken to permit general govern-
ment to absork the functions of special
diztricts in many instances.

Consequently, the Commission urges
that: {1) steps be taken by all levels of
government to insure effective control over
existing special districts; {2) concerted ef-
forts be made to encourage the consolidation
of existing special districts where appro-
priate; and [3) reasonable restrictions be
established on the creation of special districts
in the future, consistent with the eriteria
described carlier in this report.  However,
the Commission also belicves that special
districts have a positive role to play in the

structure and operation of American govern-
ment, Therefore, statutes and policics de-
signed to regulate the use of special districts
must be structured so as to insure that dis-
tricts can best perform their role without
creating more problems than they solve.
For example, such statutes and policies
should provide an easy means for the dissolu-
tion or consolidation of districts when there
is no longer any need for the service pro-
vided or when a unit of general government
i willing and able to provide the service,

The recommendations which follow do
not reject out of hand the use of special dis-
tricts in the governmental structure of the
United States. While many people urge
their demise, the Commission finds that spe-
cial districts often fill a gap in the structure
of lecal government in this country. In
some instances this gap is temporary, in
others it may be permanent.

In brief, the recommendations formulated
below are based on the following factors:
{1} there exists in the United States a large
number of special districts which will con-
tinue in existence during the foreseeable
future; (2) even assuming that prior recom-
mendations of this Commission were uni-
versally adopted, other factors influencing
the ereation of special districts would, in
many instances, be so strong that the people
would still turn to their use; and (3] special
districts can play an important role in the
Eﬂ"'.-'ﬂ]'ﬂl'.l'll:l'ltﬂl Process.,

Kecommendation No. |

The Commizsion recommends that States
enact legislation to provide thal no special
district be created prior to repiew and ap-
proval of the proposed district by a desig-
nated agency consisting of representatives
of the county ar counties and city or cifies
within the county or counties, within which
the proposed district will operate.  Agency
decisdons involving districts which would
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undertake functions of slatewide concern
should not be created without State ap-
proval. The decision of the agency should
be subject to court review.

An important factor contributing o the
high incidence of special districts has been
the-relative caseof their ereation.—They
are frequently established without consid-
eration of the impact the district will have
upon functions of other units of government.
Such questioning should not be limited to
the need for the service involved, but should
include whether a district, or the proposed
district, is the best means for providing the
service,  Unfortunately, existing proced-
ures in many States do not provide an oppor-
tunity to have these types of questions
specifically considered,

The public is often not fully aware of the
diverse factors that may be involved in the
programs of a particular ﬁ].'rﬁtiﬂ] district.
When considering the creation of a fire dis-
trict, such factors as availability of water
supply, adequacy of roads and highways,
and future needs for the service often are not
Inn this context, it is desirable
that an appropriate agency review, against
appropriate standards and enterid, the va-
lidity of the creation of the particular special
district. The esscntial factors in such a re-
view should be how the necds of the people
can hest br satisfied, at least cost, and with
proper accountability.

An agency of local government consisting
of designated county officials and designated
municipal officials within a county should
review all proposals for creation of special
districts prioeto their formation. — Where a
district would cross county lines, the concur-
rence of agencies within each of the countics
affected would be necessary before it could
be formed. A local agency would be in the
best position to determine the needs of a
particular community. 1t would be able to
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considered,

evaluate the impact of the propesed district
on the shucture and activities of cxisting
units of government within the ecounty.
Such a body would also be in a position to
weirh the various alternativies to creation of
a district.  This approach has recently been
adopted in California; and Nevada and
Texas have institated similar, though more
limited, review procedures,

However, local ageney decisions should be
subject to review by the State where the
function to be performed is a matter of
statewide concern. The pressure to create
a special district often stems from local gov-
ernments’ inability or unwillingness to pro-
vide for the needs of the peaple.  Since the
local review agency would inevitably he a
part of the local political power structure,
State review is necessary (o insure that ade-
quate attention is given to State interests.
State review of proposals to create special
districts affecting State programs, such as
natural resource development, pollution
control, and others in which the State has
exerciscd an operating or supervisory func-
tion, should be performed by the Seate
agency responsible for the State program.
Such review would be designed to insure
that the proposed district and its proposed
activitics would be consistent with the State
program.

While a local agency should decide on
proposals for the creation of special districts,
subject to State review in some instances, all
decisions should be subject w court review,
Any party appearing before the local agency
should be given standing o initiate such re-
view. The very circumstances that give
rise to the proposal wo create special districts
indicate that general government has not
been responsive to the necds of some of the
people.  Since general government already
has indicated some inability to meet these
necds, an impartial court review of the
agency decision is necessary to insure that



proper consideration is given to all the fac-
tors. In many States, courts are already
involved in procedures for the creation of
special districts, and in still others they are
involved in issues of consolidation and an-
nexation of both districts and units of gen-
eral local government. The competence
thus developed should be used to evaluate
agency decisions which do not satisfy some
of the partics affected by the administrative
decision.

Recommendation No, 2

The Commission recommends Lhal State
legislation further provide that prior o
granting consent lo the ereation of a special
district, the approval agency shall—

(a) If the proposed special distriet is
wholly or partially within the terntorial
boundaries of an existing mumicipality or
within a designated number of miles of an
existing city or municipality, officially notify
such city or municipality of the proposal to
ereate the district, with a view to ascerfain-
ing whether the eity or mumicipality s
willing and able to initiale proceedings for
annexation of the territory of the proposed
distriet, or make arrangements for providing
the service which the proposed districl
wanld provide.

(b) If the proposed district is nof within
the designated number of miles of an exist-
g city or municipality, or of the city or
municipality has not elected fo initiate
annexation  proceedings or  provide the
designated  service, officially notify  the
county governing body of the proposal fo
creale the special district, with a view of
ascertaining whether the county govern-
ment s willing and able to make arrange-
menls for providing the service; and

(e If neither a county ar municipality
has elected to act pursuant ta (a) or (b)
and the proposed district 15 adjacent to an
existing special district which 15 performing

the same service, the approval agency shall
afficially notify the district governing body
of the proposal to create the special district,
with a view to ascertaining whether the
exishing dustrict is willing and able to make
arrangements for providing the service,

If no unit of peneral local government or
exushing special district, acting singly or
jointly, i5 willing and able to provide the
service and the approval agency finds a need
for the praposed service, then the agency
may approve the proposed special district,
Where a city, municipality, county, or exist-
g spectal district, acting singly or jointly,
i willing and able to provide the service in a
satisfactory manner, the agency should not
approve creation of the special district.

The assumption underlving this recom-
mendation is that necessary governmental
services must be provided to the citizens.
The next coneern is how such needs can best
be met within the existing structure of gov-
emment, and the obvious starting point s
with existing units of general local govern-
ment,
countics.

principally municipalities  and

(Towns Fulfill this role in New
England and in certain other States.)  Such
units generally should provide the particu-
lar service for residents of a proposed dis-
trict, thus making 1t unnecessary to resort (o
spreial districts which weuld further frag-
ment the structure of local government,
Similarly, where the proposed district is
adjacent to an existing district which is per-
forming the same tvpe of serviee that the
proposed district would perform, the exist-
ing district should be given an oppertunity
to extend its service area to encompass the
area of the proposed district. It is only after
existing units of government declare them-
selves unwilling or wnable to  provide
essential services that special districts should
be permitted.

i)



The State legislation should spell out care-
fully the factors that must be considered by
the approval ageney in determining whether
a unit of general local government er an
existing special district, acting singly or
jointly, is willing and able to provide the
service which the proposed- district would
undertake. Among the factors that would
have to be considered in each case are: (1)
the statutory powers possessed by such gov-
ernmental units; (2] the fiscal capacity of
the wnits; (3] population and area of the
units as related to the function involved;
(4} the technical aspects of the particular
type of service; and [3) the pertinent as-
pects of the five criteria discussed earlier.
Such factors will, in a given case, indicate
whether the service should be undertaken
by existing governmental entitics or by the

proposed special distrier.

Apency approval of a proposal does not
mean, of course, that a proposed district is
automatically created. Such approval
should be only one step in the procedure for
creation of special districts.  After agency
approval, those desiring to create the dis-
trict would still need to comply with other
requirements of State law,

The proposed procedures embodied in
this recommendation are modifications of
recently  adopted Nevada and  Texas
method: which permit municipalities to
exercise the option of annexation or provid-
ing the service.

Recommendation No. 3

The Commission recommends that States
enact legislation to insure that the activifies
of extsting and subsequently created special
districts are coordinated with the activities
of units of general government.  Such legis-
lation showld require: (1) approval by the
appropriate unil or unils of geneval local
government within which the land lies of
any proposed acquinfion of fifle To land by
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a special district, provided that this approval
be subject to court review; and {2) that any
proposal for special district capital improve-
ments be submitted, for comment, to the
appropriate unil or units of general local
government within which the proposed im-
provements would occur -at-teast 60 days
prior to final action on the proposal by the
governing body of the district.

Where the spectal district is performing a
function that directly affects a program con-
ducted by the State, such approval and re-
wew of district activities by the agency
responsible for the State program should
also be required,

Some special districts have only a limited
impact on the operations of units of general
government.  In the case of cemetery, li-
brary, or hospital districts, the impact pri-
marily relates o the location of distriet
facilities. Giving the unit of general gov-
ernment authority to approve the acquisi-
tion of the facility site will reduce or climi-
nate the possibility of the district’s activities
having an adverse effect on the units of
general government,

The problem is somewhat more compli-
cated when dealing with the larger and more
significant types of special districts perform-
ing such functions as water supply, sewerage
disposal, and the diverse operations of multi-
function districts. The activities of such
districts have a continuing and significant
impact on the long-range development of
the community and on many of the regular
functions of units of general local govern-
ment.  In such situations, it is essential that
approval of district land acquisition be made
by units of general local government and
that they have an opportunity to review and
comment on proposed capital improve-
ments.  In this way, units of general local
government will be able fo insure proper



coordination of their activities and pro-
grams with those of the special district.
Approval of acquisition of land owned by
units of general local government is neces-
sary before a number of special districts can
acquire such property. These restrictions
on a limited aspect of district activities
would provide the units of general local
government with the information needed to
insure that special district activities are
properly coordinated with their own.

Approval of proposed land acquisitions
and review of proposed capital improve-
ments by a State agency should be required
where the State iz actively engaged in de-
veloping or implementing a statewide pro-
gram in the particular field. When a State
has an intensive water utilization and devel-
opment program in operation, it should
review distriet activities affecting its pro-
gram o insure that they are consistent with
it.

The above recommendations might well
require approval of special district land ac-
quisitions or review of proposed improve-
menis by as many as three units of govern-
ment. A sewerage district secking 1o
acquire land or extend its interceptor sewers
may have to seck approval or review from
a municipality, a county, and a State agency.
The legislation authorizing creation of the
various types of special districts should
specify those units of government whose ap-
proval and review are needed in each
mstance.

Recommendation Ma, 4

The Commission recommends that States
enact legislation requiring that a designated
State agency {(an office of local povernment
ar ather appropriate ageney), and the ap-
profpriate county pgoverning body, be in-
formed of the creation of all special districts
writhin respective county borders, and, to the

extent practicable, that Stales require thai
budgets and accounts of special districts be
formulated and maintained according to
uniform procedures determined by an ap-
propriate State agency. The State agency
should be required to audit, or approve pri-
vate audils, of district accounts at repular
tnlervals,

The record shows that the general public, |
as well as State and local officials, often are
net well acquainted with the operations of
special districts.  In many instances their
operations are small. Often there are no
formal requirements for special districts to
keep any agency of government informed of
their activities, nor are there any stand-
ards for reporting or publication of their
activitics.

States have, to varying degrees, utilized
the procedures suggested here.  Their use
in States such as California and Pennsyl-
vania have permitted the gathering of in-
formation necessary to evaluate the impact
and effectiveness of special districts. In
other States they are not enforeed, and most
States have no such requirements.

The degree to which the people and gen-
eral government can keep track of special
districts varies significantly. The larger
the operation, the more information usually
is available to the general public and to
rovernméent officials.  The activities of such
districts are casily visible to both becausc
they wsually have a significant impact on
general povernment as well as the people.

Experience in different States has shown
that often special district budgets do not
exist and audits are never made, regardles
of cxisting  statutory  requirements.  In
many States the statutes, while requiring
budgets and audits, have no enforcement
provisions and do not require that such bud-
gets or audits be filed with any other unit or
level of government.  In order that State
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and local governments be fully aware of the
extent of special district operations within
their respective jurisdiction, it is necessary
that legislation as herein recommended be
adopted in every State. An appropriate
State agency should be required to audie
districts” aceounts or accept audits of guali-
fied accountants at periodic intervals,

Full awareness of the linancial operations
of special districes can only be secured if
State law requires the districts to conform
to eertain budgetary standards and to pro-
vide certain basic information, not only to
the appropriate units of general local gov-
ermmment but also tw a designated State
agency., Such  procedures would  make
available to public officials, as well as pri-
vate citizens, the necessary data on which to
evaluate the performance and operation of
special districts in the community.

Recommendation No, 3

The Commitssion recommends that States
enact legislation: (1) providing a simple
procedure for consolidation of special dis-
tricts performing the same or similar func-
Hons; (2] permitting an appropriate umt of
general government to aisume responsibility
for the function of the special district within
the district areq.

The legislation should establish a proce-
dure whereby the agency specified in Ree-
ammendation | 45 authorized to require the
dissolutton or consolidation of special dis-
fricts pursuant to petition by a special dis-
Irict, a unit of general lacal government, or
the residents within a district upon finding
that the services performed by the district
are: (1) no longer necded; or (2) can be
mare ¢ fectively performed by a unit of gen-
eral local povernment or a consolidated dis-
Where the agency makes such a
finding, it shall tcee an order dissolving or
consalidating the aistricl which showld n-

frict,

B0

clude: (1) provison for the equitable dis-
tribution of the assets and Nabilities of the
district; and (2} provisions relating to the
protection of the legal rights of the em-
ployees of the district disselved or consoli-
dated. Those portions of the agency
decitons relating to distribution of asels
and liabilities of the district and the reem-
ployment, pension, and other rights of its
e ployees should be subject to court review.

The difficultics arising out of the use of
special districes are only partly related to the
problem of coordinating their activities with
operations of general government.  Special
districts often continue to exist after an ap-
propriate unit of general local government,
or a single district rather than several, could
very well assume the responsibility previous-
ly carricd on by the district. Therefore,
procedures should be provided by which a
unit of general local government, or a larger
district, can assume the functions performed
by special districts under conditions that
would be equitable to all concerned.  Prob-
lems which must be satisfactorily resolved
in this connection include: (1) the equitable
distribution of the assets and liabilities of
the special district; (2) protecting the legal
rights of district personnel; and {3) insuring
an equitable impact on the political strue-
ture of the community.

A unit of general local government may
be willing and able to assume responsibility
for the services provided by the district or
the consolidation of several districts per-
forming the same service may be desired.
Many factors which influence the creation
of special districts also tend to influence
their perpetuation and o prevent any re-
distribution of the services performed. In
addition, a special interest group normally
becomes closely associated with the activi-
ties of the district.  Such a group may in-
clude emplovees of the district, its governing



body, and residents of the community who
are closely asociated with, or highly
interested in, district activities.  Generally
speaking, such individuals would, in one way
or another, be adversely affected by the dis-
solution or consolidation of the district.
Unless a relatively simple procedure can be
developed to permit dissolution or consoli-
dation as appropriate, continued diffusion of
governmental responsibility is inevitable,

The Commission has found that special
districts perform a valuable function in the
governing process.  Their availability as a
tool of government should be continued with
proper safeguards. However, provision
must be made for the dissolution and con-
solidation of individual special districts
when the function performed can be more
cffectively provided by a different unit of
government.  This is essential if the use of
the special district device is not to be dis-
credited.  Experience has shown, both in
the case of special districts and in the case of
school districts, that mere statutory authori-
zation for the dissolution or consolidation of
existing districts is not always sufhcient. A
more definite procedure with perhaps fi-
nancial inducements on the part of the State
government may well be necessary,  In this
connection it should be noted that in 1963
the State of Georgia enacted legislation to
this end.

Dissolution or consolidation of special
districts requires an equitable distribution
of the assets and liabilities of the district.
This, of cowrse, is a matter of direct concern
to residents of a district who may have made
a substantial financial investment in the dis-
Similarly, the employees of the dis-
trict, with or without civil service protection,
may possess certain legal rghts pursuant 1o
State law.  While these interests should not
infuence a decision conceming dissolution
or consolidation of a district, they must be

trict.

equitably considered in cach situation.
Decisions of this type are commonly made
by the courts and should, therefore, be sub-
ject to court review.,  Court review would
msure that the residents and employees of

the districts are treated fairly in such
proceedings.

Recommendation No. 6

The Commussion recommends the enacl-
ment of State legislation to provide that
service charges or tolls levied by special dis-
fricts, which are not revicwed and approved
by the governing bady of a unit of general
government, be repiewed and approved by
an appropriate State agency.

In many instances the pricing policies of
special districts which are financed by serv-
ice charges or tolls are extremely difficult
to justify.  'While expericnee seems to indi-
cate that the publie generally has not con-
sidercd the charges made by such districts
to be excessive, the fact remains that were
these services performed by private business
they would be subject to State regulation,

Where a service so financed is performed
by a special district, as opposed to a unit
of general local government, the price of
the service is in no way subjected to serutiny
through the regular political processes of
the community.  This aspect of district op-
erations is particularly significant because
most of the districts which levy service
charges or twolls are poverned by boards of
directors who are not popularly elected.
Thus, their responsiveness to the general
public is somewhat restricted. Responsive-
ness of such districts is further restricted
because their ability to incur debt for dis-
trict purposes is not subject to referendum,
and their rate structure often is largely de-
termined by the provisions of the agreement
pursuant to which the bonds are sold.
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Likewise, it must be recognized that spe-
cial districts levving service charges usually
arc monopolics in the sense that they are
the anly means by which the public can ob-
tain the service rendered. A district pro-
viding water or sewerage services, for
example, is almost always the only available
source of the service. This is the typical
gitwation in which government has regulated
pricing policies in order to protect the con-
sumer.  Yet, in many instances, the charges
for service rendered by such a district are
not subject to review or approval by any
agency of general government.

The momopoly-aspect of certain- districts
is of added significance because State law
often requires that residents utilize sewerage
district facilitics where available.  In such
situations the individual has no cheice but
to pay the serviee charge levied by the dis-
trict. This is in contrast to other monopely
serviees, regulated by government, where
individuals have an option as to whether
they use the service or not.  Similarly, other
special district services, such as water sup-
ply services, are more important and vital
to the everyday life of the citizen than are
those of State-regulated  monopolies.
Where the pricing policics of districts are
subject to review and control by a unit of
general local government, the need for reg-
ulatory review at the State level is unneces-
sary since the pricing policies are subject to
political review, and the public has an op-
portunity to make its views felt through the
normal political processes.  Where such re-
view is not available, a State should insure
that the rates are determined in a proper
manndar.

Recommendation MNo. 7

The Commiision recommends that States
enact legidation requiring counties and mu-
nict palities, when sending out their property
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tax bills or providing receipts, to include in
cach individual property owner’s bill or re-
ceipt an itemization of special district prop-
erty taxes and special assessments levied
against the property. At the same time,
counties and municipalities should, in pre-
paring annual reports of their operations,
tnclude pertinent information on the activ-
ties of all special districts operating within
the territory of the county or municipality.

All too often an individual citizen is un-
aware of the extent to which special districts
exist in his community, If special districts
arc to be respomsive 1o the needs of the
people, and if the people are to be in a
position to evaluate their government intel-
ligently, wvarious types of information
concermuing their activities must be readily
available, Existing procedures for making
such information available are, by and large,
inadequate.

Where counties or municipalities collect
taxes for special districts that levy property
taxes, district taxes usually appear as a mere
code number on a general county tax bill;
the citizen usually has no knowledge of ex-
actly what the code number means. Con-
versely, where the district tax is levied and
collected at a time other than that for such
collection by a unit of general local govern-
ment, the eitizen has difficulty in seeing the
total impact of his local government,  The
Commission believes that the units of gen-
eral local government should assume re-
sponsibility for insuring that all taxpaying
citizens are able to obtain in a single docu-
ment and a single tax form or receipt a sum-
mary of the financial and other pertinent
information relating to the activities of all
local governments within the community.

Recommendation Mo, §

The Commissdon recommends that Stales
enact legislation authorizing counties (in



some States, towns) to establish subordinate
taxing areas in parts of their territory to
enable these povernments lo provide and
finance a governmental service in a portion
of the county.

A significant factor influencing creation
of special districts is the inability of counties
{in some States, towns) to provide govern-
mental services to a portion of the area
within its boundaries.— This inability is due
cither 1o a statutory or constitutional re-
quirement that tax rates be uniform within
the county, or to the lack of specific authority
to create subordinate taxing arcas within
its boundaries,

Such power would permit the county gov-
erning body to limit part of its tax levy—or
impose an added levy-—to that part of its
territorial jurisdiction in which it desires to
provide a particular service. This proce-
dure would leave responsibility for estab-
lishing basic policies respecting the provision
of services with the cournty governing body.
Political and governmental responsibility
would not be fragmented.  In the process,
the service provided to only a portion of the
jurisdiction would be better coordinated
with other governmental services provided
by the county. The county, moreover,
could respond more readily than a special
district to changes necessitated by future
expansion or contraction of the service area,
or alternatively, to changes which make the
SETVICE UNNECEssary.

Where the county does not possess au-
thority to establish subordinate faxing areas,
the only recourse available to people want-
ing a specific service is annexation to an
existing municipality, municipal incorpora-
tion, or creation of a special district.  In
many instances, if not in most, when the de-
mand for a specific service arises, the com-
munity invelved is not ready for annexation
or incorporation.  Such situations are con-

ducive to the creation of special districts,
which in turn are likely to hinder efforts for
annexation or incorporation when they
otherwise seem appropriate,

Use of county subordinate taxing arcas
would be a valuable tool for providing those
services financed largely from general tax
revenues. These include fire protection,
park and recreation, health, street lighting,
and library services. In addition, the de-
vice might be used for other services
financed partly from general tax revenues,

Potential use of subordinate taxing areas
would be of particular value in two types of
sitwations. The first is where an arca is
undergoing urbanizatien. In such situa-
tions the need for various services arises at
different times, and the area requiring the
service constitutes only a small portion of
the county,  Annexation or incorporation
are unacceptable means of securing the
service,  Here the county could provide the
service by levying a special tax in the portion
of the county desiring the service.  If this
possibility were not available, the county, if
it were to provide the service, would have to
finance it from general tax revenues ob-
tained from the whole county.  Obviously
this would be politically unaceeptable in
most instances.  The second situation, with
the same [actors involved, ocours in those
portions of basically rural counties where
there are small enclaves with high popula-
tion densities,

As was noted earlier, some 20 States au-
thorize the creation of subordinate taxing
arcas. Incomparing the use of subordinate
taxing areas with the use of special districts,
it is apparent that this tool of government
does not prevent their creation,  Authority
to establish such arcas exists in California
and Oregon which have numerous special
districts. On the other hand, in States such
as Arizona, Louisiana, and Maryland, the
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subordinate taxing area device apparcnotly
has heen cffective in minimizing the resort
e special districts.  Experience with the
subordinate taxing area device indicates
that it should be a tool available for meeting
local needs, but that its availability will not
necessarily result in the elimination of the
speeial district as a unit of government.

Recommendation MNeo, 9

The Commission recommends that each
Stafe undertake a comprele nsave study of all
governmental enlities authorized by State
laww to ascertain the numbers, types, func-
bions, and financing of entifies within the
State defined as special districts and subor-
dinate agenctes and taxing areas by the
Burcau of the Census.

Intelligent and comprehensive applica-
tion of the various recommendations pre-
viously made requires that States have com-

plete information relating to the numbers,
types, and activities of the various special
dhstricts, and other kinds of units or agencies
which are authorized 1o undertake govern-
mental functions within its borders, Not
only is such information necessary in order
to determine the applicability of the recom-
mendations made in this report, but it would
provide information necessary for a variety
of purposes.

Comprehensive studies are essential in
most States because of the way in which
legislation authorizing special districts and
subordinate agencies and taxing areas has
been developed.  The history of this devel-
opment dates to the carly days of the Nation,
and legislation often was enacted to meet
special circumstances.  Often no considera-
tion 15 given to prior legislation where new
situations arise, and the total impact of
various previous authorizations rarely i
appreciated.
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Fige Protection, Number of Districts and Expenditure for Selected Years.

Water Supply, Number of Districes and Expenditure for Selected Years,

Hnu:in.; angd Urban Reneswal, Number of Districts and Expenditure for Selectsd
Years,

. Sewerage Disposal, Mumber of Digirice and Bxpendituse for Selecisd Vears.
. Local Parks and Recreation, Mumber of Districts and Expenditure for Selected Yearn

Litilities (excluding water supply ], Mumber of Disivices and Expenditure far Selecied

Yeam.
Forts, Number of Districes and Expenditure for Selected Years.

. Airports, Number of Districts and Expendivure for Selected Years.
. Health and Hospitals, Numbes of Disrices arsd Expenditwre for Selected Years,
. Libraries, Number of Districts and Expendiigrs for Selected Yearn

Highways, Number of Districes sod Expenditure for Selecied Years,

. Natural Rescurces, Number of Dsiricts and Expenditure for Selected Years.
. Types of Namsral Resource Dhntricts for Selected Year.

Multifuneyion Disceion for Selected Years.

. Comepery and Chber Single Funciion Disirices for Selecred Years



EXPLANATORY NOTE

The financial data included in the appendix
tables were Ipﬂl;iEl:.ﬂﬂ'f decived from vanous Pub-
lished volumes of the 1957 and 1962 Census of
Governments. The 962 distribution of gencral
expenditure between current operation and capital
outlay by function was provided by the Governmenis
Division of the Bureau of the Consus from unpukbe-
lished data. Expenditure figures for all functions,
except “water supply and other wtilities,” are in
terms of “direct general expenditure” and exclude
expenditures for debt serice and employes retire-
ment.  Expenditure figures for “water supply and
weilities” are in terms of “direct expenditures” and

TEE-D6 O—84 ——T

inelude debt service and retivement expenditures,

Im a nember of :irrst'.lnn:::. fumt;nnn.l l::l:prnd.itum
by districts are indicated in a given State despite
the face that no districe i indicated as performing
the function. This is due to the separate clasdfi-
cation of multufuncion districts and dsereds clas-
sified as single-function distoicts, but having minor
expenditures for another functon,  Similarly, cer-
tain districts exist as operating districts for provid-
ing a servics but had o expenditures duriog 1962,

National totals of expenditures do not equal sum
of columns and district expenditures as a percent
of toal expenditures vary due to rounding,



TasLs |.—Fire Protection, Number of Districts and Expenditure for Selected Years
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TapLe 2, —Water Supply, Number of Districts and Expenditure for Selected Years
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TaBLE 3.—Housing and Urban Renewal, Number of Districts and Expenditure for Selected Years

Number

Direct general expenditure of State and local governments

North Dakota.
Bouth Dakota.

for housing and urban renewal
1962 1957
State
All State Special districts | All State
1962 1957 1952 |andlocal | Special | Special (in thousands) and local | Speeial | Speecial
govern- | districts | districts govern- | districts | districts
ments | (in thou- | as a per- ments | (in thou- | as a per-
(in sands) cent of | Current | Capital (in sands) cent of
millions) total ogera- outlay [ millions) total
on
Northeast:
aine.. ... . ... _.__ 4 5 6 $0.7 7.98 $21 $35 $0.7 $260 38.48
New Hampshire__.._._____________ 4 5 3 3.0 2,979 100. 00 458 2,521 .3 291 98. 98
Vermont. . . ___________ | .| 1 (T SRS NI R SN NN M
Massachusetts.._._..______________ 87 94 109 47.4 38, 880 81. 96 18, 705 20,175 22.1 21, 429 96. 93
Rhode Island.._ - 4 4 4 9.5 4,394 46. 42 , 929 2, 465 4.9 1,517 30.71
Connecticut. - 38 41 38 48.2 14, 382 29. 82 7,854 6, 528 14.5 10, 101 69. 59
New York. ) PSSR ISR P 256.0 | |eo e 162.9 ¢ _________ | _________
New Jersey_ ... __________ 42 41 35 51.0 47,747 93. 54 14,013 33,734 15.6 14, 250 91. 60
Pennsylvania. ... ... .. ______ 39 31 27 100.0 47,350 47.36 18, 362 , 988 10.1 22,316 65.70
4.1 | 7.3
O e e 17 18 18 53.0 21, 821 41. 16 9,217 12, 604 15.1
Indiana_. .. _ ... .. ______ 13 12 11 10.6 2,257 21.24 1,475 782 2.8
Minods. ... __________ 107 106 102 116.3 97, 049 83.48 17, 986 79,064 51.8
‘Wisconsin. . - 8 13 13 6.2 503 8.16 315 188 2.0
Minnesota... - 9 10 12 14.2 13, 856 97.85 2,208 11, 648 4.1
owa_.____ [ SR I [ % (N ISR IR R IR ¢
Missouri.__..__ - 7 3 3 14.3 13, 208 92.07 4,483 8,725 9.3

Nebraska.. ... R 1.1 .0
E:1 1 1:5: . PR RORUUURY D N N IR 4.3 [ 1 SO A
South:

Delaware_.._ .. ... _______._ 1 2 1 1.1 1,096 95.97 650 446 4 351 100. 00
Maryland. ___._.___._ ] 5 6 311 7,965 25.60 5, 280 2,676 13.0 9, 168 70. 57
District of Columbia 1 1 1 20.3 5,922 29.21 4, 524 1,398 16.7 7,147 42,77
Virginia__________ || . __ 9 b B IR IR S S 1.4 || ..
West Virginia_ 8 6 7 1.9 1,513 81.04 611 902 .6 568 100. 00
Kentueky_ .. oo oo L9 ||l [ 2 (R I,
Tennessee._._._._._ 46 32 16 3.1 30, 684 98. 57 9, 350 21,334 8.9 8, 563 95. 89
North Carolina.._. 20 19 17 17.3 9, 204 53.62 3, 861 5,433 4.3 4, 326 100. 00
South Carolina._._ 13 13 10 2.8 2,670 96. 15 1,914 756 1.9 1,871 99. 36
Georgia. ..o _________ 163 124 93 25.5 , 999 94.24 8, 284 15,715 14.1 14, 056 99. 67
Florida._.___________ 37 29 20 11.8 11, 608 08. 47 5,178 ), 429 4.4 , 382 100. 00
Alabama..__.__._._.. 104 69 55 19.4 19,164 08.73 19,164 |.________. 16.8 16, 639 99. 20
Mississippi-....____.._ 33 21 10 2.9 2,871 97.55 1,424 1, 447 1.5 1,394 95. 48
Louisiana____..._______ 38 27 20 15.8 15,716 99.47 4, 068 11, 648 5.2 5,134 97.98
Arkansas_...._._____._.___________ 11 10 13 5.2 4,162 80.25 1,267 , 885 .9 904 100. 00

Southwest: 1

2.8

.3

2.3

.8

.3

3.2

5.2

2.9

2.7

89.1

17.8
U.S. total ... 1,099 972 863 | 1,152.7 | 497, 518 43.16 | 197,342 | 300,176 518.4 | 259, 680 50. 58

n.a.—Not availahle,
1 Less than $50,000.

Source: U.S. Bureau of the Census.

explanatory note.)

Census of Governments, 1968, Census of Governments, 1957, and Governments in the United States in 1952. (See
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Tang S~—Local Parks and Recreation, Number of Districts and Expenditure for Selected Year
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TasLe 6—Utilities (excluding water supply), Number of Districts and Expenditure for Selected Years

Districts Direct expenditure of local governments for utilities
1962 1957
State Special districts
1962 1957 1952 | Alllocal | Special | Special (in thousands) ! | Alllocal | Special | Special
govern- | districts | districts |__ —e | govern- | districts | districts
ments | (in thou- | as a per- ments | (in thou- | as a per-
(in sands) cent of | Current | Capital (in sands) cent of
millions) total opera- outlay |millions) total
tion
Northeast:
i 2 2 g $0.5 2 $546 100.0 $462 $82 $1.1
.5
- 2.5
83.8
.2
6.2
398.5
3.9
7.8
56.1
72.8 -
5.9 | 421,989 42.37
128.9 | 3111, 237 86. 30
15.8 -
27.4
20.1
35.3
.9
3.5
120.1 {5101, 5 3
24.9 t 7,954 31.94
2.9
4.2
12.7
.4
12.3
170.8
NorthCarolina. 21.7
South Carolina. 9.7
Georgia_____ 16.5
Florida._. 63.2
Alabama_ 22.6
Mississippi- 9.4
Louisiana 25.0
Arkansas. 6.3
Southwest:
(S 31 PO SO,
62; 2 5,970 8.95
30.5 | 228,668 93. 99
3.1
1.2
19.4
5.6
187.8
27.3
1.9
352. 5
5.2
369.3 | 641,185 27.06 | 428,972 | 142,859 1,014.6 | 452,271 23.62
n.a.—Not available. ¢ Electric and pas systems.
1 Difference between district expenditures and sum of current operation ¢ Electric and transit systems.
and capital outlay is interest on debt.
t Electric systems. Source: U.8. Bureau of the Census, Census of Governments, 1962,
# Transit systems. Census of Governments, 1957, and Governments in the United States in
4 Gas systems. 1962. (See explanatory note.)
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Tanne 7.=—Forts, Number of Dirfricts and Expenditure for Selected Years
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TasLe B.—Airports, Number of Disiricts and Expenditure for Selected Years
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TaBLE 9.—Health and Hospitals, Number of Districts and Expenditure for Selected Years

State

Districts Direct general expenditure of State and local governments for health and hospitals
1962 1957
All State Special districts | All State

1957 1952 | and local | Speclal | Special (In thousands) and local | Special | Special
govern- | districts | districts govern- | distriets | districts
ments | (in thou- | as & per- ments | (in thou- | as a per-
(in sands) cent of | Current | Capital (in sands) cent of

millions) total ogera- outlay | millions) total

on

Northeast:

Massachusetts. ..

Rhode Island..

Connecticut.

New York...

New Jersey..

Pennsylvania_.._ ... __________
Midwest:

ginia.
West Virginia_
Kentucky...
Tennessee__ .

Southwest:
(’)Il‘:lahoma .........................

5, 248
10, 055

W4

107.3 |7 77,626 7.11

Mol Lo T

2.86 13.0 74 .5
3.10 301 23 8.7 43 .49
3.4 545 17 10.4 645 8.17

6.54 661 151 7.9 488 8.16
3.68 | 1,152 548 2.0 |
2.52 317 33 10.5 257 2.4
4.45| 7,088 1,802 6L.4] 58608 9.28
5.5¢| 1,993 64 78| 1,757 6.37
TTI070T| 4R 78| G pee 33320 Tazem| 9.60
ST e |
6.08 | 220,850 | 43,103 | 3,220.3 | 138136 4.29

n.a.—Not avalilable,
1 Health districts.

* Hospitals districts and one health district.

8 Health and hosiptal districts.
4 Less than .005 percent.

5 Less than $500.

¢ Health districts account for less than $14 million of the total.

Census of Governments, 1962,
nments in the United States in

Source: U.8. Burea

Census of Governments, 1957, and Gover

u of the Census,

1962. (8ee explanatory note.)



Tanie 10—Librarier, Number of Disiricts and Expenditure for Selected Years
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TasLe 11 —Highways, Number of Dintricts and Expenditure for Selected Years
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Tanre 12 —Natural Rerources, Number of Districts and Expenditure for Selected Years
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Tapre 15.—Types of Natural Resource Disivicls for Selecied ¥Vears
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TasLe 1h—Multifunction Diitricis for Selected Fears?

Toial I&:-.-unudwnhu Matural resources Chtbeer
Al water supply
Seakr i il i
1962 1957 19632 1987 126L | 1957 1962 I 1957
| |
Martheast:
Mlmied, . ..o L] 7 3 4 2 3
New Hampshire. ., ... ......... r 40 |, . : 2 Al
Vermoot.. .. ... inih 1 B RS SRR 3 e it (R Ttk W 1
M 5 1 T | ']
Rbode Ialamd. . ... ...oov0venviceneacfoman... 1. 1. Y 1
........ 5 06 3 1 | 2 a5
MWew York........... 1 l ..... s . 1 %
Mew Jemey, ... ... ... 2
P.;nmjgh-m ____________ ) I ;. e e bl [ 13 |.
Bl wreal;
REMRNY . o i it e g 1 2. | B PO 1| | Y IR
I - i i s o i e s i ; s ] L ey S It W, I 3
IrnOEatim . . i s cnat s mmrrrre s 1 LN I 1 4
DR, . ocipas s cavspansommnss 5 1% 4 B PR 1 [
Wisconsin, . v e b b e e v mdy g L i
Minnesntn . k REARY ol FCp e P | P, . Vel ..--I. 5 N
BT e e LA BRI, LGy era G I Eo-Tk PR T e |. i | e At
o T (R FE TR S ] SR i ELG B SF A RSl oG Ehne T Haet . 3
MM}L‘ _______________________ . ' IR | S | 1 i | 5
Soith Daketa. ... ... ... ..... i e s B It ) R TSRl hges TRL i o | IO il Y R
Mebragka, .. 000 cv v im i 3 ] (e Lot | 4 2 £
Karsmas, | N LA 4 12 1 B el et 3 4
Bevathi:
Delaware . . e e e el o e . . T Y| ETPATe R Tiry EE R TRT PR
Maryland__.... ... whali 4 16 i . 1 PRl 1 13
Dbwiwdet of Colombia ... 000 con oo n .. i 1 o T s
Bl . e A i e i ; : 1 : . . i g 2
West Viegloda , i
l.l:i-l'gl‘ o s e R E 2 3 1 B |ocaiin o PRt 1 1
B O 4 ] ] 4 - ¥ R H T 4 [
Maorth Caralifia, ... v oo vvcnneen.as ] 9. 3 ;B TR N 3 5
Sowth Carolima. . . .. vevenrcnreeneis 0 t? 2 g SR O [ e, T | T
3 R PSR s i 4
1 i i S e ; Filaatir e i P s e 1
* oty ; I :. .. o e L ;
2 1 & |ovwma e ; bg
1
1 R R e e z -, [T o
BE 28 55 13 18 16 1%
il e o . Vifeeadien . > b A :
I o i s B bt e e e S AT 2 ] I e o L 1 & 2 [ IS
West: | |
Montana. . ... ... i e s A e R b 1 1 I e ST R [T PR 1 1 e
Idaho. .......... P L el A A 2 L B e i 2 | B RAERE 3
W - AR e ER L A R . 11 i ...... 5 e % i 1 : 1
............ P I RO 13 1 | 1
{hm._dﬂ ______________ e e S 5 i 2 i 3-1 :- ...... i ;_
fashiegion. ... ... ......... . 10 r- - PR [ ] e 1 1 1
aa;:uu .................. e . B i FRgte Pl 2 3 & T
Mevada . ... e f o S e 2 b e S i e i 1 2. ok
T Lo D Ta 1] ir 18 3 43 ] 24
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1 The 1957 aned 1942 figures are :|1|:1.: comparable because of a change of dlassifeation of multfunetlon districts, In 1957

any district reporting expenditares for 2 of mare functions was clasificd as a mahEhanerien discricr,

1o have cutstanding debt of $100,000 or 5 full-time employes in order to be s elaatfied.

Spuarce! LS. Bureau of the Ceosus, Cmewr of Governmends, 1962 and Cmsur of Gosermmants, TH37,

Im 1962 a district had

| Bee explanatory note. |
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Tapre 15.—Cemetery and Other Single Function Districis for Selected ¥ears

o —

Cemetery districts Chekees dimgle-function districes

—

1962 | 1957 | 19s2 1962 | 1957 1952

m.a—MNot avallahle

Spurce: U5, Bureaw of the Cenns, Ceoumer of Garernemty, 79062, Cousr of Goovrnimmty, TE57, and Gomrenenly m phe Dleited
Srater, 1952, [See explanatory note. )
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1. State Constitutional and Statutory Restricti ons on the Structural, Functional and Person-
nel Powers of Local Government (Report A-12)

A, In order o prevent further judicial eroron
|::|_|ll Phe [frowrers nlf local gonerimdnd, tke Commirdon
recommends that the States m ther consfifutions
grant to relected units of local povernment all func-
tional powers not expresly réserved, preempled, or
restricted by the legislature,

The only way for States o deal effectively with
inevitable legislative delay in granting local govern-
ment power to d.i.'b-l;ha.rg:- RECESIArY NEW funetiane
5 fo provide a broad, unambiguous grant of funec-
tional power. . . . Therefore, it is important to em-
phasize that the delegation of residual powers should
l|:||,1- ]Jrl.-.«l:ud:d '|:|:f a IL':I.I'I:"II! n:l.-'i.tw -u-:f a'FFlrmn.ti.\rl: lirmz-
tations upon the powers of local government within
a State. Such delegation should occur simul-
taneously with the epactment of a local code, by
which the State legislature places necessary limita-
tions upon local powers and reserves other powers
for the Stave. . . . Consequently, in making such
a delegation, each State should select the types of
local government best suited fo exerciss general
POWETS,

. - . The delegation of resadual powers should
stirnulate imitative and vigor of local self-govern-
ment to meet new and expanding responsibilities,
o« « It should also free State legislatures from act-
j.ﬂ,E of a host of FH.I:I.T.I'!.I' local and l.pmr.ia.l. lngial;l:il:ln
and, at the same time, bring into bold relisf the
existing profusion of antiquated restrictive pro-
visions of State statutes.

For further study and consideration leading to
State constitutional revision, the following draft of
an amendment 15 offered

Munr':l'pﬂh'h':s ﬂq.u! i:n:ll.l'rl:r'.g;r {ur J:.pfnz.::un' #leh'
Iin'dnl'l'ﬁﬂl! ta bent nnt the conditions :'n a g:'r.'.pn
SJ‘JIE:I shall iave all residugl furlcn:ﬂmﬂ powwers
of poverument ol deticd by this constiiudion
ar by geveral law.  Deniali may be expresred
or take the form of legiclative preemplion and
may be in whele or in part,  Expreir denials
may be limitations of methodr or procedure.
Precempled powers may be exercired directly

by the State or delegated by general lawe to uch
rubdivistons af the State or obher urils of local
government ai the legilature may by genmeral
lme defermine.

B. The Commissian reilerafes i recommenda-
tion of 1961 that States enact lepilation authorizing
fwe or more unils of local government to exercise
joirily or :mpdr_uifwf}' atiy poiver popseised by ong
OF MROFe ﬁf the urety concerned end do corlract with
one another for the rendering of povernmental sero-
ices; additionally the Commiition recommends, ar a
maifer of long-range policy, that both National and
State Gopernments Emmrpnmlr inlo their Ig:rnlr\:lll-lirl-
ard programs Einprapriﬂ:.g meentices bo o rerall umils
of government to joir together in the administration
of the function being given grant assistance.

lntrrgmmml:ntnl r.unpuraliﬂn at the bacal level,
either by formal written contracts or by informal
verhal agreements, often provides a workable
method of meeting particular problems when sep-
arite action by indbddual [ecal wnite 8 uneco-
nomical and when the consolidation or transfer of
the function is not economically or politically
[easible. . . .

- L ] L ® #*

Constitutional and statutory provisions of many
States that bar officials [fom holding vwo offices and
pn:lnhi.b'it counties and mﬂn:irjr.:a]l'lieg from lending
credit might be construed to prohibit members of
loral governing badies from sitting on boards of
joint enterprices, and to invalidate long-term con-
tractual arrangements lvolved in facility expansion
programs.  The constitutional amendment recom-
mended to the States by this Commission and by the
Council of State Governments o 1961 18 broad
n:mugh to inchode noouwrban units of BoveTnmEnt
and 185 adoption in States having this porblem is
strongly encouraged.

It is undeniable that grants-in-aid, whether from
the State or Mational Government, which fow to
small units of local government for the performance
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of particular [unctions ofien may wod o under-
write units uneconomical in size,  State aid o
schools has been a marked exception, since such
State aid has been uwsed effectively to encourage con-
solidation of small districts.  The Commission be-
liewes that State governments in particular should
carefully examine their local grants-in-aid with a
view to 50 structuring them as to encourage joint
exercise of funciions by smaller units,

The Commmission also believes that with respect
to certain Federal granis-in-aid which flow directly
to local units of government, care should be ex-
ercised that the grants, as a minimum, do not pro-
mote fragmentation at the local level. . . . National
and State Governments should alse avold reguie.
ing, as & condition to the allotment of grants, the
establishment of special agencies or committees
which duplicate or complicate the orderly processes
of constriubed authnril:].' ;md. ul:u.r.urlt thg IHFH:II'L'II-
bility of established agencies,

C. The Commiision recommends the sracimienl
of enabling lepirlalion o permil county govérns
menrls, fndir.'ﬁduaﬂ:r ar lfﬂl'rl.ﬂ:.l, tio extablivh ma:.l'n:rle:r].l

,fl?r the lp:lt'.r_||'£l:l':'llm:n.i.': ".|r SETURCE fu:q;:i:;n; denred and
required by thelr residents.  Such legislation should
cortain ke option, to be cxercised orly if the ure
af contractual powers, functional frarifers, differ-
ential aiwirment areas, or other arrangements do
nel suffice, of exfablishing areawide or subarea
serpice corporetions or  spectal  distrects, Such
carparations shewld be crdawed with authority to
darram and exact wier charges, o provide facilities
and perform goveramental wervices, bul ihould be
tnade completely and directly responsible lo the

county governing board,

The Commission is cognizant that service cor-
porations and special district devices are enticized
as being a piecemenl approach to the solution of
governmental proflems because they create more
units of government and are likely to be unrespon-
sive to the publbic will.  Generally, the Commision
looks wath disfaver upon such devices; however,
there are circumstances, with certain safeguards, in
which they may be needed in order to discharge a
mecessary function that otherwise would net be
performed.

II. Governmental Structure, Organization, and Planning in Metropolitan Areas (Report

A-5)

A. The Commumian recommends that the States
examine critically their present constitutional and
iatufory frORBions povdraing annexalion of ferri-
tory bo municipalities, and tha! they act prompily to
climinate or amend—at least with regard to metra-
pofiten areas—provinons that now hamper the
arderly and equitable extension of municipal
boundarier so af fe embrace unincor porated fervis
tory in which wrban development ir underaay or in
proipest,  As a miomam, aulkoridy fe erificte an-
fiex Al iomn Phﬂ-.rﬂ'dingr should wot resd .ml!.u:'ﬂ:p' aeth the
area of residenls desiring annexation bud showld alre
be available to city governing bodics. There i5 alio
terit fo the proposition that the inhabitonis of
minor autiying unincor porated lerrilory should nod
posiess an ghsolute power fo velo o propoted anrexa-
tion which meets appropriate standardy of squity,
The Commission [urtheér urges Slales generally to
examine typer of legidation whick in cerlain States
faue a'frrﬂﬂ'j-' been mfuﬁ.ruf fo fﬂ;ﬂinﬂ; derirahle
municipal annexsations, with o view fo enacting such
facilitative provisions as may be uitable to their re.
ipective needs and circumiances,
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.« As the territory beyond the central cities
became increasingly wrbanized the people living in
these incorporated suburbs and  unincorporated
areas successfully obtained from their State legisla-
tures degal provisions to make more difficult the
annexation of their areas to the centeal city. In
sorme instances the people in outlying areas were
granted exclusive authority to imitiate anmexation
procecdings. Inm miost States they were given a
conclusive velo over annexation proposals throogh
the prondso that an annexation action would have to
receive & favorable majority within the area being
annexed,

These handeuffs upon the annexation process
have contributed considerably to the present metro-
politan problem insofar as the complexity of bocal
governmental structure 18 concerned.  In some
situations imaginative and wigorous leadership on
the part of the central city, coupled with fortuitous
provisions of State annexation laws, has enabled the
city to annex unincorporated ferritory as it became
urbanized and consegquently has enabled the city o
keep abreast of the geographic spread of the wrban
population.  Where this has cccwrred many of the



difficulties associated with complex governmental
structure in metropolitan areas have been avoided.
Unforunately, these instances have fended to be the
exteption rather than the rule.  Much more typical
has been 3 siluation where annexation @s severcly
limited by restrictive legislation . . .

#* * L] ¥ &

B. The Commiision recommends that States con-
nder the enactment of legislation authorizmg local
wmits of povernment witkin meiropolitan aress o
ertablish, in accordance with statufory requirements,
metrapolitan service corparations or auikoridies for
the performance of povernmental rermices wecesn-
tating areauide handling, such corporations fo kave
q:pp-n;lﬁ-riu!g El.:l:rrm.umg and :m'n_g' foiwer, B it
the initial ertablishment and any rebrequent broed-
ening of functions and responsibilities being nebject
bo voler approval on the barr of an areawide
majority,

v+« The Commission believes that the States
should place at the disposal of the prople in the
metropolitan areas a variety of possible measures
from which they can make a selection based upon
their own desires and the peculiar needs of their
area, The Commission further believes that func-
tional authorities constitute one of several methods
by which residents of metropolitan areas should, if
they so choose, be able to proceed,  This is not to
dismiss the arguments which have been advanced
against the uwie of authorities in certain situations,
However, in the view of the Commission, it is poss
sible through careful procedure to avoid, mose if not
all, of the difficultes most frequently associated with
the use of the authority device,

C. The Commimston recommends the enacimend
of lepislaiton by the Stafer authorizing the erfab-
lishment of metropolitan area planning bodies to
comprise reprerentafives from fhe political rub-
dunnons af dhe metropoliten area,  The functicns
of suck a planning body showld comsist af leant
in providing adobiery récommendations fo the local
utits of governmend in the area with respect bo the
enned development of the metropolilan area;
destrably they should include the development of
areawide plans for land wie and capital facilities
and the revidie of zorimg ordingrces proposed by
the componenl unity of govermment 1n the area.

The Commission views with concern the tendency
in some of the literature dealing with administra-

tive and structural problems of the metropolitan
areas to assume glibly that the first primary requisite
for the alleviation of these problems 15 the construc-
tion of a “metropolitan area plan.” The concept
of a "metropolitan area plan™ is frequently emn-
shrimed as a deity to which adminbstrators,
politicians, and taxpayers generally are expected to
render complete and continued obeisance.

The Commission is not antagonistic to the plan.
ning function at Mational, State, and local levels
of government ; we wish o state a strong aversion,
however, 1o the viewpoint which considers the con-
struction. of plans an end in itself. We prefer to
view planning, regardless of the level of government
to which it is taken, as a stall function to facilitace
the policy formulating process.  Planning indeed
is o necessary tool for many of the wechnical and
administrative judrments, both political and eco-
normnie, which units of local government in the large
metropolitan areas are required to make contin-
ually. To be worthwhile and to serve a useful
rather than an academic purpose, the recpective
facets of metropolitan area planning must be closely
geared into the practical decirionmaking process
regarding land wre, tax lspies, public morks, trans.
portation, welfare programs, and the bke, . . .
In showt, the Commission desires (o emiphasize that
in the above recommendation directed toward the
establishment of metropolitan area planning com-
nus.uum, the Commission i I:H;i:r:s about a meces-
sary practical operation and not an academic
exercise,

* ¥ # ® *

D, The Commirion recommends the enaciment
af legislation by the Slales authorizing the legislative
Bodied ﬁf thitf.:‘fﬁd.ﬂ'h'ﬂ and countres located wathin
mtlru_i!lr.'lﬂr'.f-u:lt argds do feke mutual and coordimate
actiof b In:mf:r r.pr.unup-br'.f:i? fn;hr ;_p.n.'r'ﬁgrd SOUEHT-
mental services from one unit of povernment fo the
obher.

E. The Commirsion recommends the snaciment
of legislation by the States to establith (or adapt) an
agency of the State government for confinuing al-
Pedttinn, revie, and ardidfance with respect to the
metrapolitan arcas of the State and airociated prob-
fems of local government, plannming, sfruciure,
crganization, and firance,

F. The Commicsion recommends that the Srater
take !u'gi-r!ﬂ!l'r.'e ard adminisirefie achion o exfab-
Fish a program [or lo expand exisbing programs)
of firancial and fechnicel auisfance fo metropolitan
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areas i ruch fields ar wrban planwing, urban re-
newval, building code modernization, and local pov-
Frmpemeat nrgmi.tn.!:'-ﬂ"rl and ﬁitn:rlﬂ't.

3. The Commisrdon recommiends fhat the .ﬂﬂ!n,
twhere necessary, lake legislative or adminirirative
aclion b encourage and [acilitale exercise of dis-
crefionary auikority by the Governor and hir office,
ta resoloe those disputes among local units of goo-
ernment within metropolitan arear which (a) can-
not be reiofved at the local level by mutual
agreement, (B are not of mfficlent seope or mubject
malter to warrant special lepisdative action, and {¢)
which, kowever, e dhe determination of the Gors
ernor, are of such moment as to impede the effective
performance of governmentel funcitons in the area.

H. The Commisston recommends the enactment
of legilation to require thal—after a specified mub-
mi-u.m: daté—all nlplbﬁcﬂ!inn.sfﬂr .Fg'q'.:'n:r.! grar::j-:'.r:-
aid [ar airport construction, wasle freatmen! works,
wrban renewal, public hounng, hospital construc-
fion, and wrban highways, received from political
subdivistons located wilkin melropoelilan areas or
which periain lo profecls tr such areas, bear evi-
dence of hamng been revienwed and commented
ifan-—not Recessarily approved—=Ey a legally cor-
stetuted metropalitan planning agency having scope
and resparsbidity for comprehensive plaraing for
the metropolitan area and being reprerentative of
the population and governmental units af the area
s @ whole,

III. Altermative Approackes to Governmental Keorpganization in Metropolitan Areas
(Report A=11)

The Commirsion recommends that where &ffec.
tive county planning, soning, and subdivirdon regu-
lation do nol exint in the frings area, Stale
legidatures enact legidation making extraterritorial
planning, zoning, end subdividion regulation of

umincorporated [ringe areas avatlable o fheir
municipalities, with providan for the readents of
the umincorporated arear fo have @ voice in the
imposition of the regulations.

IV. Imtergovernmental Responsibilities for Water Supply and Sewage Disposal in Metro-
politan Areas (Report A-13)

A Where central cities, counfies, and other
Jurisdiciions gropide waldr or penrer sermice fo otfier
wnils of povernment on a conlract basis, Lhey thould
arsume the responstbidily for comprehensive area-
wide facility planning, In addition, these jurisdic-
Hons should encourage the most economical depel-
opment of service lines fo the comiracting dreds.
Furthermore, supplicr-buyer relationship belween
municipality and suburk in specific insfances might
be pased through provinon for suburban refresenta-
tinn on water and sewer policy agencies,

B. The Commiigon recommends that public
officials in urban areas make greater efforts o in-
creaie public mvertments in urban water wtilities,
particularly for sewage treatment.  The goal should
be a finencial nutem for anified and integrated
develofment of water supply and reevage freafment
faciitier whick it accepled by (ke local governments
effected ai being egquitable and economically offi-
ctent ir terms of develapment on the basts of o prtmal
service leaals

O, Thke Commirdon recommends thal compres
kermoe water ublity plawning, on & metropolitan
ared as well ar watershed and dramege banw barix,
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should be underlaken in esch metropolitan area.
Suck planning thould infegrate the provision of
waler and sewedr services with other melre politan
functions, msure economies of scele, and promofe
sound overall patferns of metropolitan devela pment,
Full wie should be made of waler and sewage plan-
ning and devedopment as a basic fool for directing
orerall wrban development along desirable and
orderly lines, Primary responsbality for this funce
tion i best lodged v an arequide comprehensive
planming agency. The planning agency should e
together at tke local level the technical plonming
tﬂnrﬂ ﬂ,f the partous !-;!ml!, rrgl-muqﬂ, E:ﬂ!r, ard Fed-
eral dg'.rm:li': whaore acthivifier dfgr! urban waler
supply and waste dispesal. The Commimion fur-
ther recommends that local wnits of governmend
cocrdinale ulifity policymaking on a regional basis,
regardless of the number 4};‘ ﬂperafir:lg agEnRcies m
the seltropalifion dred.

D. The Commimsion recommends that States
ernact lepidation vepting resporability for overall
Skete water resoures planning, pelicymaking, and
program coordmation in o single agency, @5 kas been



praposed by the Council of State Gorernments,
State water resource planmng and policy develap-
ment should mive wrgent consdderation fo the re.
quirements and problems of urban arear.  Fack
State alre should inrure that the imterests of itr
urban arear are provided for i dhe State's represen-
fatton od mriteriiale waler apeacies.

E. The Commisiion recommends Lhat the States
enact legedation fo . . . (b] provide incentives for
comprekensive development, and appropriate orpa.
rizalion on waterthed, drainage banin or metropol-
fan area baies wilk sufficeent discrationary aubhority
parted in the Siete adminiciraiors fo d':'::au:ruge U=
economical investment i weter and rewer wiglities,
oo 1d) liberalize debe lmits and referenda re-
quirements for waler and sewage facility financing,
L&l F.rrmﬁ: ju:.u"rlf action by unids of local govérnment
in meeting area water and sewage needs,

F. The Commision recommends that Federal
gramis for semage dreadment plant construction be
corfiitent with comprekensive drainage bosin and
metropolifan area plansing, and thal the exiifing
frogram be amended fo promde an addifiorel
maiching meentive for the development of sewwage
dispasal ryrtems ot a regionel oF major subregional
basts, Federal consiruction granis for rewage freat-
menl should be adjusted fo promde for increased
dollar ceilings in granti-in-aid to larger cities.

G. The Commession recommends Lhat (he Con-
greds amiend the statutory aulkorily for the Publie
Facility Loans Program of the Hounng and Home
Fimanece ﬂ_qrn:}' T prrmr'! ta)l communities a}lf
SONKY population or maore bo qualify for rewer and
waler project foans, and (b)) the joining fogether of
cotittunities with an aggregale population exceed-
In._g HIEWHY far frur poses of such logn amistance.

V. Impact of Federal Urban Development Programs on Local Government Organization
and Planning (Report A-20)

A, Thke Commarmon réecommends tha! the Cone
gresy and appropriate Execulive agencies dake legis-
lafive and adniinisdrative dgefion lo remode [rom
Fu'.n!'ﬂﬂf A P:rnlgrm'r:u f-tl:r urbdan d':wi-npmm: all
organtzational imitations which réguire or fromole
spectal purpore utids of local government Lo the
ditadvantage of peneral purpoie unils of local gou-
ernmend [Le., municipalilies, fown, and counlies).
Gz.ﬁu:r If-mrmn Eln:rpg E‘li'l!ﬂ!‘ g.ﬂu’rﬂf rmr_pn:!n' unekr uf
government should be fevored ar Federal Aid re-
cipients.  Special purpoie recipients should be re-
gquired fo coordinale bheir aided aebinifies with
general purpose governmenis.,

Removing restrictions and granting necessary
authority to local units of general povernment chal-
lenge the determination and courage of government
officials.  Tn too meany cases city and county officials
have been willing 1o let others withstand political
pressures involved in decisions on public housing,
water and sewer services, and general planming, thus
ahidicating to special authorities and agencies re-
spomsthility for vital wban development [unctions,
Federal policies should net contribute fo thess
practices,

A pragmatic approach has been used by Federal
agencies in determining organizational requirements
for eligibility in aid programs—ie, the primary
Federal interest has sought to assure profesaonal
quality performance of the function being assisted,

and 1o asmure that specife program objectives are
achieved, General purposs units of local govern-
ment have often not been cquipped to provide such
aguranee At the tGme the Federal program was
indtigted due 1o difficulties encountered in staffing
]'_lmHnrm, ||:rr.a.1 pr.hHIiral pmh]:ms, am:] Etnt: lirma-
tations on taxing and borrowing autherity,  In light
of these obstacles, Federal policies prescribed in
limited aid programs have found it easier o encour-
age functional adjustosents o the governmental
system,

*® +* L] * -

Such pragmatic attempts to promote individual
program nbj-ul:livul h‘.' rrl:a.l:in_ﬂ: hhl:.a.l-l‘.‘ﬂunl'.nrj:am Lo
Federal administering agencies, have complicated
bocal organizational structures involved in wrban de-
vielopment planming, decisionmaking, and opera-
tions.  Until HHFA's “workable program™ concept
nm] 'tl;.|. wrhan pl:nn'mg nui:tnnm Program  came
along in 195, the Federal Government ssermed o
have gnored the principle that general purpose
units of local government should be srengthened.
Complex  interrelationships  between  numetous
wrhan development activities are making clearer the
wisdom of the concept that wherever posable gen-
eral purpose units of government should be encour-
aged as Federal aid recipients.  Where this is not
poasible, special purpose recipients should be re-
quired o coordinate with general purposs units,

109



In the past, the Federal Government has not
hesitated to use its aid programs to affect local gow-
ernemental organization. A shift toward strengthen-
ing general purpose units of local government, and
away from special purpose units woold simplify
intergovernmental relations, make urban develop-
ment processes more understandable by the public,
and reduce the time and effort that would need to be
gpent by public officials in coordinating additional
independent units of government.

Areawide administration or interiocal cooperas
tiom and ecordination for certain urban programs
offer eronomies of seale, more assurance of coquita-
bility in financing certain services, and the proper
geographic base for solving problems that do not
respect arbitrary political boundaries. The most

obvious way of trving to obtain these advantages is
to establish arcawide, special purpose agencies when-
cver a metropolitan function must be performed,
Howevesr, this complicates the governmental struc-
ture of the area and raises problems of coordination
between general policies of the city, county, or town
and the district's special objectives.  These diffi-
culties meay be at least partially avoided by authoriz-
ing a metropolitan district 1o administer multiple
Functions, and by chomsing the distriet’s governing
officials Irom among elected governing officials of
the local counties and municipalities in the area to
be served,  Buch an arrangement has been author-
wred by the State of Washington and is being tried in
the Seattle metropolitan area.

VI. State Constitutional and Statutory Restrictions on Local Government Debt (Report
A-10)

A, The Commision recommends that quthority
fo isue bonds should be legally vested in the gou-
gm;'.r;g bhodies ﬂf local porernments, .nl&lj:'u::.! o &
pq'r'n:.-.r'.;s:'w rglfirrﬂl.d'um clm!-].'J ] Fr!i!inn_, and with
prrticipation tn any such referendum avadable o
all eligible local voters and the rerults defermined —
except under unusal circumsiances—by a simple
majority vole an the guestion.

Existing State provisions that make a popular
peferendum a mandatory condition for the isuance
af full faith and credit debt, and especially those
which require a large or selective wype of majority
wirte, have sthalated undesirable dlEl.'r'lﬂﬁnEnh af
bocal government structure and financing in many
BIEAE . . .

The Commision sees 3 marked difference in the
role of an elective local governing body with regard
to a petition-based referendum on its action to au-
thorize bonds, as compared with a mandated
referendum on all such actions it may propese.  In
the former instance, the burden of proof rests with
the objectors; in the latter, the poverning body
presumably must in every case prove the wisdom
af s action—and i:d'llznr with the ]I"EEI requi:m—
ments that apply, hampered at least as much by
disimterest of the woters as by overt opposition.
Thus, mandatory referendum reguirernents should
be eliminated not only because of their widely
undesirable effects on local debt practices bur, more
fundamentally, because they contradict sound
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principles of representative  local  government,
These E_:u':im;i.]:l-u:. call for the |.'|la.-|!|:1!|'htl1.'[ af extensive
responsibility with an elective legislative body, sub.
jeet to popular control primarily through recurrent
election rather than by automatic exposure of its
actans to “iteme-vero™ at the polls.

B. The Commirsion recommend:s the rej.maﬂ of
coatitutional and satutory provistons iimiting local
gavernmienl debt or debt service by reference lo the
local bate far property lazalion.

It has been nc.a.r]:,.' a cenfury pinee such Frn'..'isi-l‘m:
became widespread.  This should be a long enough
period for (he States to have learned that any possi-
ble benefits from such provisions have been vastly
cutweighed by their undesirable effects—upon the
bormowing and financial practices of bocal povern-
ment, upon inergovernmental relatiombips, upon
the property tax systemn, and upon the structure of
local govermment.  In the form they oow take in
maost States, such restrictions have outworn what-
ever value or necessity they might have had at the
time of their developiment.  They have persisied as
barricrs rather than stimulants o unproved local
government budgeting, accounting, amd report-
img. ...

. Loval governments, should be pranied maxi.
mum  peeers il reipect fe loeal goversment
indedtednerr. The Commicnon recommendrs phat
State proviions with reipect fo local government



indebtedness take cognizance of all forms of local
borraweing and debt,  The intended afpplicalion of
such State provirions should be made explicil, and
they should be designed to facditate—rather than
ham per—intallizent choice among uitable alferna=
five formi of borrowdng by the local govermments

conteerned.  This objective &5 mostly likely to be
serired if any conditiers [hat altach legally to the
barrewing power of an mdividual local goverfiment
afply uniformly—or subjece only o specthcally de-
fimed exceplions=—to ary type of lomg-term debt o
LR IRCUT.

VIIL. State Constitational and Statutory Restric tions on Local Taxing Powers (Report A-14)

The Commirsion recommends the lifting of con-
Aitutional ard statutory lmitations on local powers
to raise properly lax répenies.

The case against State-imposed limitations on
leseal PROPErty tax rites rencpgled |:|-:,.' muar i'l'll.'l‘.'.il:ig.l-
tioris is strong.  Such hmitations are imimical to
local self-government and should be lifted. We
recognize, however, that after nearly a century of
custom, some States may not be prepared to seleass
the stranglehold of these mstitutional practices on
short notice, 1t may take a Little time for legislators
and the general public to become convinced that
tax rate limdtatiosn serve no useful purpose and have
great potential for mischief. Legislators’ recep-
tiveness to change will be affected also by the quality
of property tax administration and of public ac-
counting, budgeting, and reporting practices. — Each
improvemment in these arcas improves the case for
lifting arbitrary tax limitations. The case will be
further enhanced as  public parbcpation  n
the conduet of local governments becomes more
widespread.

States which find it impractical to eliminate prop-
erty tax limits in the imediate future are urged to

consder pa.rl.i:il. steps tenweard m]iﬂ'ihg the prosure
on their local povernments, We recommend the
following guidelines for liberalizing the property
taxing powers of local govermments !

(1 Statufery Hmilafions are preferable bo
consftulional irlalions.

[2) Limilafions on faxing powers, if ime-
posed showld be restricted to the financing of
operation and mainfemance costi and showld
exclude requirements for fervicing capital im-
provement debl and for payp-as-you-go capital
autleyr.

(31 IF Wimitations are impoesed, provison
should be made for relief (@) adminitratively
by a Klate agency and (&) by reference o the
electorale.

(4] The electarate should alwayr have the
authority fa inifialfe by pefifion a vole on fira-
posals o exceed prescribed fax Hmitations,

(3] If properly tax limilations are impored
atid if governing bodies ard cifizens have the
latetude to ﬂdlj;llﬂ‘ tkem i :.:l-m_pq'.ﬁ:r:g CIFCRM=
stances as we here recommend [Nos, 5 and £},
then tax Emits showld embrace all overlapping
docal faxing jurisdiciions,

VI1II. The Role of the States in Strengthening the Property Tax (Report A-I1T)

A. Both the legisletive and executive branches of
the State povernments should study the property tax
as comiently ar the other major jourcer of Stafe-
local revenue and freat it as an integral part of over-
all State and local finencial planming.  Adeguate
provivon showld be made for continuing study and
analysis in the research divisons of State tax com-
misrdons and bax departments and by the inferim fax
study commitiees, legidative councils, and legislative
reference bureans aof State legislatures, with work-
aiile IRFLRoR arrangenmenis,

B. Centralized amsesment admirtsiretion, wilth
more mclurioe centralization when diclaled by 2ffi-
clency, should be considered for immediale adop-

tion by rome States and for utlimate adopbion by
most States, It offers an uncomplicated and effec-
tive means of ofterring wniformily high-standard
ameanng threuphout a State by the use of an inle-
grated profeivional staff folleving slandard methods
and procedures under cenlral direchion,

C. That the geographical organization of each
State's primary local arersment districis should be
reconriduted, fo the extent reguired, o give sach
district the size and réorirees £ needs fo becomie an
efficient aireiring wnil and to produce a well-ardered
orerall sructure thal makes succesiful State nufer-
vision feanble.

No gusessment district showld be less thar couniy-
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